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HOUSING ACT AMENDMENTS OF 1953 


MONDAY, JUNE 15, 1953 


Unirep Srares SENATE, 
: CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met, pursuant to notice, at 10:05 a. m., in room 301, 
Senate Office Building, Senator Homer E. Capehart (chairman) pre- 
siding. 

Present: Senators Capehart, Bennett, Bush, Payne, Fulbright, 
Sparkman, Douglas, and Lehman. 

The Cuairman. The committee will please come to order. 

We will insert the bills we are considering, S. 1621, S. 1848, S. 1864, 
and S. 2103, into the record. 

(The bills referred to follow :) 


[S. 1621, 88d Cong., Ist sess.] 


A BILL To expand and extend to June 30, 1955, the direct home and farmhouse loan 
authority of the Administrator of Veterans’ Affairs under title III of the Servicemen’s 
Readjustment Act of 1944, as amended, to make additional funds available therefor, and 
for other purposes 


Be is enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Servicemen’s Readjustment Act of 
1944, as amended, is hereby amended— 

(a) by amending clause (c) of section 512 (a) to read as follows: “that 
he is unable to obtain from private lending sources in such area a loan for 
such purpose under section 501 or section 502 of this title for which he is 
qualified, and ”; 

(b) by striking out of clause (C) of section 512 (b) “Sune 30, 1953” and 
inserting in lieu thereof “June 380, 1955”; 

(c) by striking out of section 512 (d) “to any private lending institution 
evidencing ability to service loans” and inserting in lieu thereof “to any 


| person or entity approved for such purpose by the Administrator’; 
| (da) by striking out of the first sentence of section 513 (a) “June 30, 1953” 
. and inserting in lieu thereof “June 30, 1955” ; 


(e) by striking out of the third sentence of section 513 (c) “June 30, 
1954” and inserting in lieu thereof “June 30, 1956” ; 
(f) by striking out of the first sentence of section 513 (d) “June 30, 1953” 
and inserting in lieu thereof “June 30, 1955": and 
. (g) by striking out of section 513 (d) in each place where it appears 
therein the sum “$25,000,000” and inserting in lieu thereof the sum 
“$50,000,000. 





[S. 1848, 88d Cong., Ist sess. ] 


A BILL To further amend the National Housing Act 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That Public Law 475, Eighty-first Congress, as 
amended, is further amended by designating section 504 thereof as section 504 
(a), and by adding a subsection (b) to read as follows: 

“(b) Whoever, for the purpose of obtaining the guaranty or insurance of a 
loan under the National Housing Act, as amended, or the Servicemen’s Read just- 
ment Act of 1944, as amended, makes a certification pursuant to subsection (a) 
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hereof, knowing it to be false, shall be punished by a fine of not more than $10,000 
or by imprisonment for not more than two years, or both; and the guaranty or 
insurance thereon shall be void except as against a holder who shall have acquired 
the loan for value without knowledge that a false certification has been made 
by the originating mortgagee.” 





[S. 1864, 83d Cong., 1st sess.] 
A BILL To amend the Housing Act of 1949 


sec it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That subsection (a) of section 106 
of the Housing Act of 1949 (42 U.S. C. 1456 (e) ), is amended by inserting before 
the period at the end thereof a colon and the following: “Provided, That the 
Administrator may enter into contracts for capital grants aggregating not to 
exceed $35,000,000 (subject to the total authorization provided in section 103 
(b) of this title) with local public agencies in States where more than two-thirds 
of the maximum capital grants permitted in the respective State under this 
subsection has been previously obligated.” 


[S. 2103, 88d Cong., 1st sess. ] 
\ BILL To amend the National Housing Act and other laws relating to housing 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Housing 
Amendments of 1953” 

Sec. 2. Section 205 (c) of the National Housing Act, as amended, is hereby 
amended to read as follows: 

“(c) The Commissioner shall, except as to group accounts terminated as of a 
date prior to July 1, 1953, transfer from each of the several group accounts to the 
general reinsurance account, beginning as of July 1, 1953, and as of the beginning 
of each semiannual period thereafter, an amount which, in the case of the 
initial transfer, shall equal 10 per centum of the total premium charges thereto- 
fore credited to such group accounts, and, in the case of subsequent transfers, 
shall equal the amount of any adjusted premium charges collected by the Com- 
missioner in connection with the payment in full of insured mortgages prior 
to maturity on or after July 1, 1953, and an amount which shall in no event 
be less than 10 per centum nor more than 35 per centum of all other premium 
charges credited to such group accounts during the preceding semiannual period. 
The Commissioner shall terminate the insurance as to any group of mortgages 
(1) when he shall determine that the amounts to be distributed, as hereinafter 
set forth, to each mortgagee under an outstanding mortgage assigned tc such 
group are sufficient to pay off the unpaid principal of each such mortgage, or (2) 
when all the outstanding mortgages in any group have been paid. In addition 
to the amounts transferred as herein provided, the Commissioner shall, upon 
such termination, charge to the group account the estimated losses arising from 
transactions relating to that group, and shall distribute to the mortgagees 
for the benefit and account of the mortgagors of the mortgages assigned to such 
group the balance remaining in such group account, less any amount by which 
such balance exceeds the aggregate scheduled annual premiums of such mort- 
gagors to the year of termination of the insurance: Provided, That any undis- 
tributed balance in the group account at termination shall be transferred to the 
general reinsurance account. Any such distribution to mortgagees shall be 
made equitably and in accordance with sound actuarial and accounting prac- 
tice: Provided, That in no event shall any distribution to a mortgagor or for 
the account of a mortgagor under any provision of this section exceed his aggre- 
gate scheduled annual premiums to the year of termination of the insurance.” 

Sec. 5. Section 217 of the National Housing Act, as amended, is hereby amended 
by striking out of the second proviso “$1,900,000,000" and inserting 
“$3,400,000,000"’. 

Sec. 4. Title V of the National Housing Act, as amended, is hereby amended 
by adding at the end thereof the following new section: 

“Sec. 516. The following funds shall be deemed an indebtedness to the United 
States of the particular insurance fund involved, and the Commissioner is au- 
thorized and directed to pay the amount of such indebtedness to the Secretary of 
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the Treasury, with simple interest thereon from the date the funds were ad- 
vanced to the date of final payment at a rate determined by the Secretary of 
the Treasury, taking into consideration the average rate on outstanding market- 
able obligations of the United States from the date the funds were advanced 
until the date of final payment— 


“(1) funds made available to the Commissioner pursuant to the pro- 
visions of sections 4 and 202, exclusive of amounts heretofore refunded, 
(a) for carrying out title II with respect to mortgages insured under sec- 
tion 203 where such funds were credited to the general reinsurance account 
in the Mutual Mortgage Insurance Fund pursuant to section 205 (b), and 
(b) for the payment of salaries and expenses with respect to mortgage in- 
surance under sections 207 and 210 where such funds were credited to the 
Housing Insurance Fund; and 

“(2) funds made avuailabie to the Commissioner pursuant to sections 602 
and 802. 


“Payments to the Secretary of the Treasury under this section shall be made 
in such amounts and at such times as the Commissioner determines, after con- 
sultation with the Secretary of the Treasury, that funds are available for that 
purpose, taking into consideration the continued solvency of the funds involved. 
All payments made pursuant to this section shall be covered into the Treasury 
as miscellaneous receipts.” 

Sec. 5. Section 8083 (a) of the National Housing Act, as amended, is hereby 
amended by striking “1953” and inserting “1954”. 

Sec. 6. Subparagraph (E) of section 301 (a) (1) of the National Housing Act, 
as amended, is hereby amended— 


(1) by striking “unpaid principal balance thereof” and inserting “principal 
amount to be paid therefor” ; 

2) by striking “aggregate amount” and inserting “aggregate principal 
amount”; and 

(3 by striking everything after the colon and inserting: “Provided, That 
the foregoing clause (2) shall not apply to (nor shall any terms therein 
include) any defense or disaster mortgages as defined in subparagraph 
(G): Provided further, That, in lieu of or in conjunction with the other 
requirements with respect to mortgages covered by the aforesaid clause 
(2), and also wtih respect to any defense or disaster mortgages as defined 
in subparagraph (G), the Association may (in the discretion of its Board 
of Directors, and notwithstanding the provisions of subparagraph (G) issue 
a purchase contract (which shall not be assignable or transferable except 
with the consent of the Association) in an amount not exceeding the 
amount of the sale of mortgages purchased from the Association, entitling 
the holder thereof to sell to the Association mortgages in the amount of 
the contract, upon such terms and conditions as the Association may pre- 
scribe: And provided further, That the authority of the Association to issue 
purchase contracts hereunder shall expire July 1, 1954, and the aggre- 
gate amount of such purchase contracts issued shall not exceed $200,- 
000,000 ; and’, 


Sec. 7. The first sentence of subparagraph (G) of section 301 (a) (1) of the 
National Housing Act, as amended, is hereby amended by striking “1953” and 
inserting ‘1954”. 

Sec. 8. Section 101 (a) of the Defense Housing and Community Facilities and 
Services Act of 1951, as amended, is hereby amended by striking “, III, or IV” 
and inserting “or III”. 

Sec. 9. Section 104 of the Defense Housing and Community Facilities and Serv- 
ices Act of 1951, as amended, is hereby amended to read as follows: 

“Seo. 104. After June 30, 1953, (a) no construction of community facilities by 
the United States may be begun under title III of this Act and no agreement 
may be made to extend assistance for the provision of additional community 
facilities or services under that title (except as to assistance for which applica- 
tion was made prior to June 1, 1953), (b) no construction of housing may be 
begun under title III of this Act except temporary housing which is otherwise 
authorized thereunder and required in connection with the operations and activi- 
ties of the Atomic Energy Commission, (c) the Housing and Home Finance 
Administrator shall not authorize an additional number of dwelling units to be 
insured pursuant to title IX of the National Housing Act, and (d) no loan may 
be made or obligation purchased by the Housing and Home Finance Administra- 
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tor under section 102a of the Housing Act of 1948, as amended (except pursuant 
to a commitment issued on or before June 30, 1953, or to refinance an existing 
loan or existing obligation held under such section by the Administrator on said 
date). After June 30, 1954, (a) no construction of housing may be begun under 
title III of this Act, and (b) no mortgage may be insured under title IX of the 
National Housing Act, except (i) pursuant to a commitment to insure issued on 
or before such date, or (ii) a mortgage given to refinance an existing mortgage 
insured under that title and which does not exceed the original principal amount 
and unexpired term of such existing mortgage.” 

Src. 10. Section 305 (c) of the Defense Housing and Community Facilities and 
Services Act of 1951, as amended, is hereby amended by striking “June 30, 1953” 
and inserting “June 30, 1954”. 

Sec. 11. Title IV of the Defense Housing and Community Facilities and Serv- 
ices Act of 1951, as amended, is hereby repealed. 

Sec. 12. Section 717 (c) of the Defense Production Act of 1950, as amended, is 
hereby amended by inserting the following new paragraph at the end thereof: 

“Notwithstanding any other provision of this Act, the termination of title VI 
or any section thereof shall not be construed as affecting any obligation, condi- 
tion, liability, or restriction arising out of any agreement heretofore entered 
into pursuant to, or under the authority of, section 602 or section 605 of this Act, 
or any issuance thereunder, by any person or corporation and the Federal Gov- 
ernment or any agency thereof relating to the provision of housing for defense 
workers or military personnel in an area designated as a critical defense housing 
area pursuant to law.” 

Sec. 13. (a) The Home Owners’ Loan Corporation created pursuant to section 
4 of the Home Owners’ Loan Act of 1933, as amended (referred to in this section 
as the “Corporation”), shall cease to exist and shall for all purposes be considered 
dissolved and abolished, except as otherwise provided in this section, one hun- 
dred and eighty days after the date the Home Loan Bank Board publishes in the 
Federal Register a notice to that effect, which shall also contain information as 
to the time for, and manner of, filing claims against the Corporation. The period 
of time prescribed for the filing of such claims shall be the 90 days immediately 
following the date of publication of the notice, and all creditors and claimants 
who have not presented their claims or demands within that period shall be for- 
ever barred from presenting or prosecuting the same, and any creditor or claim- 
ant who has not instituted suit within sixty days from the date his claim or 
demand is rejected by the Corporation shall be forever barred. 

(b) With respect to any action, suit, or other legal proceeding commenced 
against the Corporation prior to the date of its dissolution, the Corporation shall 
continue a body corporate for the purpose of defending such suit and for no 
other purpose, and service of subpena or other process in such proceeding may 
be made upon the Corporation by serving the same on the Secretary to the Home 
Loan Bank Board. 

(c) Effective as of the date of the dissolution of the Corporation, (1) the title 
to any and all real property remaining in the Corporation on such date is trans- 
ferred to the United States of America, (2) authority is given to the Home Loan 
Bank Board to sell and convey such property in the name of the United States 
of America for such cash consideration as such Board shall deem reasonable, and 
(8) all powers of the Corporation with respect to the execution of any instru- 
ments or documents affecting title to real estate or with respect to authorizing 
satisfactions of judgments are transferred to such Board. Any such instruments 
or documents executed by the Secretary or an Assistant Secretary to such Board 
on behalf of the Board shall be as effective as if the same had been executed by 
the Corporation prior to its dissolution. Subject to the approval of the Director 
of the Bureau of the Budget, such Board may transfer to any other department 
or agency of the United States, with the consent of such department or agency, 
all the powers and functions vested in such Board by this subsection (¢). All 
liens held by the Corporation upon real or personal property on account of judg- 
ments rendered in its favor, except judgments for mortgage debts which have 
been assigned by the Corporation, and all claims now held by the Corporation 
arising out of its mortgage or real estate onerations, whether for rent or other- 
wise, are hereby released and discharged in full. 

(d) The authority to appropriate for any functions relating to the Corporation 
may continue to be exercised after its dissolution for the purpose of making appro- 
priations to any department or agency carrying out the provisions of this section. 
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The Cuairman. Our first witness this morning will be Mr. Albert 
M. Cole, Administrator, Housing and Home Finance Agency. 

Mr. Cole, you have a prepared statement, I believe ¢ 

Mr. Coir. Yes, I do. 

The CuarrmMan,. First, if there is no objection I would like to place 
into the record a letter from the Federal Reserve System, signed by 
the Chairman, Mr. Martin, in which they voice no objection to the bill, 
S. 2103. So, we start out here this morning, without any objections. 

(The letter referred to follows :) 

Boarp OF GOVERNORS OF THE 
FeperRAL RESERVE SYSTEM, 
Washingion, June 12, 1953. 
Hon. Homer EB. CAPEH ART, 


Chairman, Banking and Currency Committee, United States Senate, 
Washington, D. C. 


My Dear Mr. CHatrMAN: This is in reply to Mr. Dixon’s letter of June 11 
requesting the Board’s opinion as to the merits of 8S. 2103, housing amendments 
of 1953. ‘The bill would make a number of amendments to the National Housing 
Act and related legislation, including changes in the operation of the Mutual 
Mortgage Insurance Fund, an increased mortgage insurance authorization, and 
provisions relating to the operation of the Federal National Mortgage Asso- 
ciation. 

The Board has reviewed the changes which would be made in existing legisla- 
tion by this bill and has concluded that they are not of major significance from 
the standpoint of the functions and responsibilities of the Board of Governors. 
Accordingly, the Board has no specific suggestions or recommendations to make 
regarding the merits of the proposed legislation in its present form, 

The Board appreciates the opportunity afforded us to review and comment on 
this proposed legislation. 

Sincerely, 
Wm. McC. Martin, Jr. 

The CHarrMan. Suppose you proceed then, Mr. Cole, in your own 
way. 


STATEMENT OF ALBERT M. COLE, ADMINISTRATOR, ACCOMPANIED 
BY B. T. FITZPATRICK, GENERAL COUNSEL, HOUSING AND HOME 
FINANCE AGENCY 


Mr. Cote. Mr. Chairman, my suggestion, if it meets with the 
chairman’s approval, is that I read my statement by section, and then 
perhaps yield to any questions that the committee may have. 

The Cuairman. We will do our best to keep quiet until you do that, 
That is one thing I cannot guarantee with 15 Senators. 

Suppose you proceed in your own way, and we will get under way 
here. Time will soon beat us if we do not get busy on this housing 
legislation. 

Mr. Core. Mr. Chairman and members of the committee, as I sit 
down here before your committee, I have the sharp realization that I 
am relatively long on experience on your side of the table, but awfull 
short on experience on this side. At this particular moment I wish 
I were back on the other side of the table. In part, I suppose, this 
is sheer nostalgia, but, quite frankly, it is also because I would prob- 
ably feel much more comfortable if I were in a position to be asking 
questions instead of trying to answer them. 

From the legislative side, as a member of the House Committee 
on Banking and Currency, I have been generally familiar with the 
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various housing activities, because, like your committee, we handled 
most of the major housing legislation on the other side. From the 
executive side, however, my first 3 months as Housing and Home 
Finance Administrator have been a revealing experience for me as 
an Administrator engaged in the actual supervisory and operating 
responsibilities involved in these various housing activities. After 
even so brief experience, I have been impressed with the many as- 
pects of the complex operations which make up our national housing 
program about which we need to learn, and to do, so much more. 
I can also assure the members of your committee that, while in this 
brief 3-month period I have not, by any means, mastered the details 
of these complex supervisory and operating responsibilities, I will 
try, within that limitation, to be of such assistance as I can to you 
in your consideration of the bill now before your committee. 

These are the proposed changes with respect to the FHA mutual 
mortgage insurance fund: 

The amendments of section 205 of the National Housing Act which 
would be made by the pending bill represent an important forward 
step in strengthening the resources, and improving the operations, 
in connection with the Federal Housing Administration’s basic in- 
surance fund—the mutual mortgage insurance fund. I will try to 
explain to your committee, as briefly as possible, the nature of this 
insurance fund, the way in which it now operates under the present 
law, the chauges which would be made by the pending bill, and the 
ways in which, in our best judgment, these changes would strengthen 
the resources and improve the operation of this fund. 

As you know, title II of the National Housing Act provides the 
basic authority for the regular, permanent mortgage insurance pro- 
grams of the Federal Housing Administration. One- to four-family 
home mortgages insured under section 203 of this title are adminis- 
tered in connection with the mutual mortgage insurance fund, the 
first of the mortgage insurance funds created by the National Hous- 
ing Act, as enacted in 1934. 

The fund consists of separate group accounts, and of the general 
reinsurance account. Depending upon the underwriting ratings 
and the maturities of the insurance contracts, mortgages which are 
endorsed for insurance under section 203 in any calendar year are 
assigned to 1 of 10 possible group accounts which are established at 
the beginning of each calendar year. Each group account is credited 
with the fee and premium income from the mortgages assigned to it, 
and is charged with the expenses and insurance losses incurred on 
account of those mortgages. 

The general reinsurance account is a secondary reserve to the in- 
dividual group accounts, providing basic support for the insurance 
system and furnishing to the Federal Government its major protec- 
tion against financial loss. Its purpose is to cover any deficits ‘in 
individual group accounts whose resources are insufficient to meet 
their own expenses and insurance losses at the maturity of the ac- 
counts. The general reinsurance account derives its resources from 
the individual group accounts. Under the present law, 10 percent 
of the premiums collected by a group account must be earmarked 
for transfer to the general reinsurance account at the maturity of the 
group account. 
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The fund is mutual in the sense that mortgagors whose mortgages 
are assigned to a particular group account participate in a distributive 
share of the funds of that group account. Participating shares are 
payable to mortgagors when a group account is terminated. In- 
surance for any group account is terminated when (1) the available 
amounts in the group account are sufficient to pay off the remaining 
unpaid principal and interest of each mortgage assigned to such group 
account or (2) when all outstanding mortgages in the group have been 
paid. 

Upon such termination, (@) the estimated losses arising from 
transactions relating to the particular group are charged to that ac- 
count, (b) an amount equal to 10 percent of the total premium charges 
theretofore credited to such group account is transferred to the gen- 
eral reinsurance account, and (c) the balance is paid out to “the 
mortgagees for the benefit and account of the mortgagors. 

When the mutual mortgage insurance fund first was established al- 
most 18 years ago, the FHA system of mortgage insurance was en- 
tirely new. We believe it is highly desirable that the resources of the 
fund should now be further strengthened, and its operations improved 
in the several ways provided in the pending bill. The bill would make 
these improvements by providing statutory authority for increasing 
the resources of the general reinsurance account and by providing a 
more equitable basis for the distribution of participating shares to 
terminating mortgagors through the following changes: 

First, the Federal Housing Commissioner would be authorized to 
establish a rate for the transfer to the general reinsurance account of 
not less than 10 percent nor more than 35 percent of the premiums 
collected hereafter by an individual group account. The section 
now provides for 10 percent to be so transferred. If the general re- 
insurance account is to accumulate sufficient resources to cover future 
possibile deficits among individual group accounts, the rate for the 
transfer of premiums should, within limits, be fiexible. With such 
flexibility, the Commissioner would have the authority to raise the 
present 10 percent transfer rate in order to increase the resources of 
the general reinsurance account. 

Second, the Commissioner would be required to transfer that portion 
of future premiums which is earmarked for the general-reinsurance 
account semiannually after their receipt. With respect to past premi- 
ums, the amendment would provide for a transfer, as of July 1, 
1953, of Pian of the premiums theretofore credited to the group 
accounts. Section 205 now provides for the transfer to take place at 
the maturity of the group account. The proposed earlier periodic 
transfers of premiums would serve to increase the resources of the 
general-reinsurance account not only by making these premiums 
available sooner, but also by crediting to the reinsurance account, 
rather than to the group accounts, the income from their investment. 
The average mortgage insured under section 203 has a maturity in 
excess of 20 years. Thus, under the present law, there is a delay of 
many years before funds earmarked for the general-reinsurance 
account are actually made available to it. 

Third, the Commissioner would be required to transfer to the 
general-reinsurance account all premium charges which are collected 
on account of the prepayment of mortgages, instead of 10 percent of 
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such charges as is now provided. At present, the balance of these 
prepayment charges is retained in the individual group account and 
has become available for distribution to terminating mortgagors as 
part of their participating shares. This produces inequities between 
mortgagors, terminating at different times in the history of an indi- 
vidual group account, ‘because prepayment charges paid by mort- 
gagors terminating earlier are in part distributed, more or less as a 
“windfall,” to mortgagors terminating later. This factor, together 
with the fact that all income derived from the investment of fees and 
premiums is now credited to the group accounts, is largely responsible 
for the participating shares distributed to terminating mortgagors 
being often substantially in excess of the total insurance premiums 
paid by them. By transferring all the prepayment charges to the 
general-reinsurance account, these inequities would be eliminated. 
The proposed transfer of the prepayment fees to the general-reinsur- 
ance account would make them available for the Lenefit of the entire 
home mortgage-insurance system under section 203 of the National 
Housing Act. 

Fourth, the Commissioner would be required under the provisions 
of the pending bill to limit the shares distributed to terminating 
mortgagors so that they would never, under any circumstances, exc eed 
the sum of the premiums paid by them. Any amounts in excess of this 
proposed statutory limit would be trans sferred to the general-reinsur- 
ance account at the maturity of the individual group account. 

In summary, then, it is our belief that these changes would serve to 
strengthen the mutual mortgage insurance fund by improving the 
mechanics for husbanding the fund’s resources; by furnishing addi- 
tional protection to the Federal Government against financial loss: 
and by providing a more equitable basis, as among mortgagors, for 
the distribution of participating shares. 

While this will, I hope, provide a general background for your com- 
mittee’s consideration of these provisions of the pending bill, Com- 
inissioner Hollyday, who is here with me, has in his statement more 
specific information as to the operation of the fund. With your per- 
mission, Mr. Chairman, I think it would be helpful to your committee 
if Commissioner Hollyday could present it to you at this point. 

The Cuarrman, Commissioner Hollyday, you may proceed in your 
owl Way. 


STATEMENT OF GUY T. 0. HOLLYDAY, COMMISSIONER, ACCOM- 
PANIED BY ALLAN F. THORNTON, DIRECTOR, RESEARCH AND 
STATISTICS DIVISION, FEDERAL HOUSING ADMINISTRATION 


Mr. Hotitypay. Mr. Chairman and members of the committee, I 

app reciate (his opportunity to discuss briefly with you the portions of 

2103 which relate to the operations of the Federal Housing Ad- 
ministration. 

Senator Busn. Excuse me. Are you reading from something we 
have before us ? 

Mr. Hottiypay. Yes, sir. I think you should have before you a 
statement of Guy T. O. Hollyday, Federal Housing Commissioner, 
before the Senate Committee on Banking and Currency, concerning 
S. 2103, June 15, 1953. 
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I am sorry, that has not been supplied to you, but it will be. 

Senator Busn. It will be at this time, so we can follow it? 

Mr. Hotiypay. There was a revision made this morning, Senator, 
and I think it will be here before I am through. : 

Section 2 of the bill provides some important changes in the admin- 
istration of the mutual mortgage insurance fund which constitutes 
the insurance device for the principal FHA mortgage insurance pro- 
gram, the section 203 program for 1- to 4-family home mortgages. 
The primary purpose of the proposals in section 2 is to increase the 
protection of the United States Treasury by strengthening the general 
reinsurance account of the mutual mortgage insurance system. 

You will recall that the mutual mortgage insurance system created 
by section 205 in the National Housing Act in 1934 provides for a 
series of individual group accounts and for a central insurance ac- 
count called the general reinsurance account. Under present pro- 
cedures, 10 new group accounts are created each year, with each group 
containing mortgages insured in the same year, and having approxi- 
mately equivalent risk characteristics. 

In all, 314 group accounts have been created, of which 205 are 
still in existence. Each group account constitutes an insurance vehicle 
for the loans assigned to it. It is credited with the fees and premiums 
collected for each mortgage in the group account and with the income 
from operation and disposal of any properties transferred to the Com- 
missioner as a result of claims under the insurance contracts for any 
of these mortgages, and it is charged for initiation and other expenses 
connected with the insurance of each mortgage in the group and for 
any expenses or losses connected with disposing of properties 
acquired, 

Because any group account having poor experience can have losses 
which exceed the assets of that group account, the National Housing 
Act provided also for a general reinsurance account whose function 
would be to absorb for any group account the losses in excess of assets 
of the group. 

Further protection to the insured mortgagees was created by pro- 
vision for the United States Treasury to retire at maturity any de- 
bentures issued under the MMI program which neither the respective 
group account nor the general reinsurance account was able to retire. 

The general reinsurance account was initiated with a $10 million 
allocation from RFC and was authorized to receive from each group 
account upon termination of the group an amount equal to 10 percent 
of all premiums credited to that account. This general reinsurance 
account also received and dispersed the allocations from RFC and the 
Treasury from 1934 to 1940 appropriated by the Congress to cover 
varying proportions of the administrative expenses of section 203 
insuring operations. 

The prospective burden which the general reinsurance account may 
have to bear is determined by the total prospective deficits of all in- 
dividual group accounts which would have inadequate resources for 
meeting insurance claims in the event of unfavorable experience for 
that group of mortgages. Such unfavorable experience, of course, 
will occur for those groups of mortgages insured recently before the 
onset of a depression. 
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On the other hand, for any group account which passes that critical 
point at which the resources of the group are adequate to handle any 
prospective losses, the National Housing Act provides that the ac- 
cumulation of resources of the group account which is in excess of 
losses and expenses of the group shall be returned to the mortgagees 
for the benefit of the mortgagors involved, subject only to the transfer 
to the general reinsurance account of 10 percent of all premiums 
credited to the group account. 

The unusually favorable mortgage experience which has prevailed 
for loans made since the beginning of mortgage insurance operations 
in 1935 has enabled virtually all group accounts within a few years to 
reach the point of being able to support their own losses. 

Principal exceptions to this rule have been groups to which only a 
small number of mortgages have been assigned and groups to which 
loans of very short maturities have been assigned. 

For these kinds of groups, the combination of administrative ex- 
penses and occasional losses has frequently resulted in charges against 
the general reinsurance account. The limited resources of the general 
reinsurance account have thus far been sufficient to absorb these slight 
losses. 

However, analysis of the property-disposal experience of FHA, 
combined with assumptions as to FHA property acquisitions and loss 
cxperience in the event of a depression, indicates clearly that the re- 
sources of the general reinsurance account would be inadequate to bal- 
ence the losses of all of the individual group accounts which would 
lave unfavorable experience in the event of a serious depression. 

For example, if a depression had started as of December 31, 1952, 
it is estimated that 55 of the 195 group accounts in existence at that 
time would be subject to expenses and losses in excess of the resources 
available to them throughout the life of the group accounts. The esti- 
mated contingent losses of these so-called deficit accounts would have 
aggregated $161 million. To offset these contingent losses, the general 
reinsurance account had available to it $83,700,000 of assets, including 
$41,994,095 contributed directly or indirectly by the United States 
Treasury. Part of this total consists of $28,900,000 of premiums held 
in individual group accounts and earmarked for transfer to the general 
reinsurance account upon termination of the individual group ac- 
counts. The difference of $77,599,716 constitutes the prospective lia- 
bility of the United States Treasury for payment of MMI fund deben- 
tures which the MMI system would have issued but been unable to 
redeem if a depression had started at the beginning of this year. 

Comparable contingent burdens on the Treasury if a depression had 
started on those dates would have been $91,900,000 as of December 31, 
1951; $81,700,000 as of December 31, 1950; and $33,900,000 as of 
December 31, 1949. The increase until 1951 and subsequent decline 
reflects the high level of insurance activity in 1950 and 1951 and the 
smaller volume in 1952. 

In spite of these contingent burdens on the Treasury for support of 
the MMI system, the operation of that system as prescribed by the 
National Housing Act has resulted in payment of participation divi- 
dends to terminating mortgagors which have aggregated $42,878,000 
through December 31, 1952. An additional $63,975,000 at that date 
was reserved in individual group accounts for participation dividends 
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be paid in the future as outstanding mortgages in those group 
accounts are terminated. 

I think the following is quite important, gentlemen: The anomaly 
of substantial dividends to mortgagors while the Treasury is exposed 
to appreciable contingent expense on account of the system is a conse- 
quence of inadequate provision for spreading the burden of contingent 
cyclical losses throughout the entire system of group accounts. The 
power to spread this burden of losses is now limited to the 10 percent 
of premium collections which is now earmarked for eventual transfer 
to the general reinsurance account. 

To remedy this inadequacy of resources available to the general 
reinsurance account, an amendment of section 205 of the National 
Housing Act is provided by section 2 of S. 2103. This amendment 
would make the following changes in the operation of the MMI 
Tt, 

. The Commissioner would be empowered to allocate to the general 
reinsurance account up to 35 percent of insurance premiums collected 
in the future. The present provisions for a 10-percent allocation 
would be retained as a minimum assessment. 

All adjusted premiums collected at the time of prepayment of 
individual mortgages would be allocated to the general reinsurance 
account. (An adjusted premium is now authorized in the event of 
prepayment at an amount not to exceed 1 percent of the face amount 
of the loan and not to exceed the total future premiums which would 
otherwise have been collected.) 

Premium transfers to the general reinsurance account would be 
made semiannually instead of at time of termination of the group 
account. 

4. No terminating mortgagor would be permitted to receive a 
participation dividend which exceeds the total premiums collected 
with respect to his mortgage. 

The combination of these four provisions is believed sufficient for 
accumulating in the general reinsurance account the resources which 
will be necessary for sustaining the losses of individual group accounts 
while minimizing the risk of a contingent burden on the Treasury. 


INCREASE IN INSURANCE AUTHORIZATION 


Section 3 of the bill provides for an increase in the insurance author- 
ization made available under section 217 from $1.9 billion to $3.4 
billion. This $114 billion increase will allow the President to make 
allocations of that amount of additional] authorization as may be 
needed for the operation of our various individual mortgage-insurance 
programs. 

For your information, our current budget estimates indicate a need 
for about $1.8 billion additional authorization to permit all programs 
to operate according to the proposed legislation until June 30, 1954. 
The $1.5 billion increase will be sufficient for operations at expected 
levels until the spring of the year 


RETURN OF TREASURY CONTRIBUTIONS 


Section 4 create a new section in the National Housing Act, section 
516, which provides for FHA to recognize as a debt and repay to the 
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Treasury with accrued interest the capital contributions which have 
been made by either RFC or the Treasury at the instruction of the 
Congress under sections 4, 202, 602, and 802, for the benefit of various 
insurance funds. 

These capital contributions aggregating $56,164,119 have been allo- 
cated to the various insurance funds as follows: 


Mutual mortgage-insurance fund : , $41, 994, 095. 25 
Housing insurance fund : eae a 4, 170, 023. 75 
War-housing insurance fund zs sides ek tc wekateaiies 5, 000, 000. 00 
Military-housing insurance fund 5 penskirisiees 5, 000, 000. 00 

Total __ ; ; Se aca . 56, 164, 119. 00 


Accrued interest on these funds would amount to $15,446,000 if 
calculated at 134 percent until June 30, 1953, or $17,664,000 if caleu- 
lated at 2 percent. 


EXTENSIONS OF TITLE VIIL AND TITLE IX 


Section 5 of the bill extends the military-housing mortgage-insur- 
ance program of title VIII for another year, until July 1, 1954, and 
section 9 extends the title IX program for mortgages on defense 
housing until June 30, 1954. 

The extension of title [IX would be limited to housing programed by 
the Housing and Home Finance Administrator by June 30, 1953. 

Senator Doveras. Mr. Chairman, may I ask either Mr. Hollyday 
or Mr. Cole a question ¢ 

The CHAIrMAN. Senator Douglas. 

Senator Doueias. On page 4 of Mr. Hollyday’s statement, he says 
if a depression had started as of the end of last year it is estimated 
that 55 of the 182 group accounts would have liabilites in excess of 
the resources which were available. 

Now, I am a little puzzled by that statement. You mean on the 
real-estate values which existed at that time, or the real-estate values 
which you thought would occur? And, if so, what is your estimate ? 

Mr. Houiypay. May I ask Mr. Allan Thornton, our statistician, to 
answer that, please ? 

Senator Douauas. Yes. 

Mr. THornton. The estimate presented there makes allowance for 
the receipt of properties through transfer of title to the FHA and 
the disposition of those properties over a period of time. 

Senator Douctas. At what values? 

Mr. THornton. The values at which they were received would be 
the outstanding unpaid balances of the mortgages. The disposition 
of the properties would be assumed generally at a price of approxi- 
mately 70 percent of the original appraised value. 

Senator Dove.as. In other words, if there were a 30 percent shrink- 
age, the excess of losses over assets would be $161 million for those? 

Mr. Tuornton. In general, yes. 

Senator Douvetas. This would be for all properties insured ? 

Mr. THornvron. For all properties insured to date, at the time of the 
depression. This, of course, applies only to operations under section 
203, 

Senator Doveias. So, what you are proposing is to pool the insur- 
ance reserves, so that on the one hand you can husband the dividends 
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which otherwise would be returned, and which you think you would 
need, and also to protect individual accounts which may suffer heavier 
losses than the average? 

Mr. THornron. Yes, that is exactly the objective of the amend- 
ment. 

Senator Doverias. I want to commend the Commissioner and the 
HHFA Administrator for this proposal. It seems to be very sound 
and very businesslike. 

The CHamman. What you are doing is setting up a larger contin- 
gent reserve fund ? 

Mr. Cote. That is correct. 

Senator Futprieur. Is this retroactive applicable to all existing 
mortgages ¢ 

Mr. Corr. No, it is not, Senator, in the usual sense. By law, the 
mortgagors have no vested rights in these funds. 

Senator Funsrieut. It only affects mortgages to be made in the 
future ¢ 

Mr. Corr. It will apply to future premiums only and not to those 
collected in the past, except with respect to the 10 percent of past 
premiums collected which, under the provisions of the bill, are to be 
transferred to the general reinsurance account as of July 1, 1953, 
rather than waiting until the maturity of the group accounts as would 
be the case under the present law. And, of course, it will apply in the 
future to mortgages on which insurance has already been written. 

The CHatrman. You may proceed with your statement, Mr. Cole. 

Mr. Coiz. The pending bill would provide for an increase of one 
and one hatf billion dollars in the FH A’s general insurance authoriza- 
tion for allocation, from time to time, by the President as needed for 
operations of the several FHA mortgage insurance programs. This 
is the amount carried in the budget for this year. In this connection, 
there are two matters which I wish to point out to your committee. 

First, the one and one-half billion increase in the general insurance 
authorization does not, as contemplated when this amount was in- 
cluded in the budget, provide for continuance of FHA’s mortgage 
insurance operations for the full fiscal year 1954—that is, through 
June 30 next year. 

The best estimates indicate that this increase would probably be 
exhausted in April of next year. This is due principally to two fac- 
tors. One, the budget estimates, of course, did not include amounts 
required in connection with the extensions of insurance authorizations 
for military housing or defense housing which are provided in the 
pending bill. Second, the budget estimates, which were made in 
December of last year, were based upon a smaller average mortgage 
amount than the average which has actually obtained in the balance 
of the current fiscal year, and which, it now appears, will probably 
ebtain in the next fiscal year. We have prepared and furnished to 
the members of your committee a table—table I—showing the FHA 
requirements for the increase in the general insurance authorization. 

Second, I wish to emphasize to your committee the desirability of 
this type of general insurance authorization in terms of economy and 
efficiency. Additional insurance authorization is required to permit 
each of the FHA mortgage insurance programs to continue to operate. 
These programs include the section 8 modest home program for semi- 
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rural and outlying urban areas, 1- to 4-family housing under section 
203 and rental and cooperative housing under sections 207 and 213 
tailitary housing under title VIII, and a relatively small amount o 
defense housing under title IX. 

Under this type of general insurance authorization, which has been 
in effect since 1951, amounts can be released by the President, from 
tirae to time during the year, as required to meet the actual needs for 
each such program as they develop in the course of the year. Requests 
to the President for release of amounts of insurance authorization as 
needed are, of course, processed through the Bureau of the Budget, 
thus assuring continuous budgetary control by the Executive Office 
of the President Resenene ut the fiscal year. In our judgment, this 
flexible arrangement fo hi undling the nec essary FHA insurance au- 
thorization also represe ad a much more efficient and economical means 
than would be the case if we were to try to provide separate, speci ific 
authorizations large enough to meet all reasonable contingencies in 
each of the programs. This general insurance authorization thus 
provides a practicable means of reducing the aggregate amount of the 
several separate authorizations which otherwise would be required, 
and of affording continuity of budgetary control. 

That is all of that section. Shall I proceed to the next section ? 

The Cnatmrman. Yes, unless there are questions. 

Senator Dovexas. In the table I which you submit, you show that 
the authorization limit at present is $20,600,000,000. This is for fiscal 
1953. You have virtually all of this pledged, all but $600 million, 
is that right? 

Mr. Coxe. $694 million. 

Senator Dovueias. So you are asking for another billion and one- 
half? 

Mr. Corr. Yes, that is correct—one and one-half billion additional 
insurance authorization. 

Senator Doveras. There is a very real question, I think, now: Is 
this to be a continuing policy of the United States Government? Is 
this to go on forever? 

Mr. Corr. I think that is quite an interesting question, Senator. 
On the basis of any information which I now have, it apparently is 
to he a continuing policy, yes. 

The Cuarrman. The best answer to that will be to say you will 
answer it yourself. ‘The Congress passes the law. 

Senator Doveras. It is a very interesting issue. What it really 
means isa support price for real estate, is that notr ight ? 

Mr. Corr. I think there is some support in it, Senator, although 
there is some debate on that question. 

I personally answered a similar question the other day in the House 
Banking and Curre ncy Committee. My personal idea is that if the 
economic picture would so permit, I certainly would like to see us 
do away with FHA. But, I am not in a position to even suggest it 
now, and I am not suggesting it. 

Senator Dove.as. WwW hat is the average percentage of guaranty? IT 
know that the predominant rate of insurance is 80 percent, but for 
building houses which only cost $7,000, there is a 95 percent guaranty, 
and for 3-bedroom houses, which go up to $8,000, there is, I ‘believe, a 
90 percent or 95 percent guaranty. 
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Have you ever figured out what the average guaranty is? 

Mr. Core. About 83 to 85 percent. 

Senator Douaxas. So, really you have an 83 to 85-percent support 
price? 

Mr. Corr. That is an insurance program, of course, Senator. The 
question of price support is a pretty complex one, and whether the 
Government supports it and whether it does not, is quite a debatable 
question. 

FHA is now operating in an area where, in my judgment at le ast, 
there is a minimum amount of Government support to help people get 
homes, to secure homes. ‘That is certainly its basic objective. Whe th- 
er the effect of its operations to carry out the basic objective have a 
secondary or collateral effect to tending to support the price of real 
estate, I suppose is a matter of judgment. 

Maybe Commissioner Hollyday would like to comment on that, be- 
cause I know he is very concerned about it, and believes very deeply 
that FHA is doing a tremendous job. 

Mr. Hotiypay. Senator, I would like to go back to your first ques- 
tion. I would not want my philosophy to be out of line with the law 
that I am now beginning to understand, which, frankly, I am not 
familiar with, but I would hope that the Congress will look at any 
Government agency where there is great liability to the Government, 
with a view to provide in its deliberations ultimately for having busi- 
ness, if possible, in the best interests of the country, take over and 
operate that Government agency, and thereby relieve the Govern- 
ment of the contingency. 

Senator Dovueias. What are your reserves for this $20 billion? 

Mr. Hotiypay. Our reserves now, as of the end of this fiscal year, 
were a little over $300 million. 

Senator Doueias. That is the general reserve ? 

Mr. Hotiypay. That would be the reserve that would be avail- 
able to protect the Government, plus the value of the properties that 
we will take back. 

The great difficulty that I see is that we are here in a real-estate 
market that has been on a rise, which is greater than probably any- 
thing we have had in the history of the country. Therefore, the action 
which was just mentioned to you a few minutes ago would seem to me 
to be extremely desirable. 

Senator Dovetas. May I ask: Is this $300 million in the general 
reserve, or is it the sum total of the group reserves, plus the general 
reserve ? 

Mr. Tuornton. The $300 million is a combination of several differ- 
ent reserves. I suggested the figure of $300 million, which excludes 
about $65 million of reserves which are earmarked for eventual re- 
payment out, eventual distribution as participation dividends. Hav- 
ing deducted that figure from a present total of $377 million, leaves 
a little over $300 million, which is the assets of a number of different 
insurance accounts. 

Senator Doveras. So, it is the sum total of resources available to 
the Government from these special accounts ? 

Mr. THornron. Yes. 

Senator Dovetas. That is the insurance against $20 billion worth 
of authorizations, so you have reserves of about 114 6 percent? 
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Mr. THornton. Yes. That, plus the future premiums. 

Senator Doueias. Suppose we have a pronounced depression, which 
we, of course, all hope we would not have, would you regard this is a 
very adequate reserve, 114 percent, against maintaining 83 percent of 
value at the time of construction / 

M:. Hotiypay. No, sir; but I do think you have to bear in mind 
that we get back properties, and we are not under enforced liquidation. 

Senator Dougias. I understand, but after all, you only have a sec- 
tor of the real-estate market. 

Mr. Hotiypay. Yes. 

Senator Dovucias. Suppose there is a general decline in the real- 
estate market ? 

Mr. Corr. That is one of the reasons why we suggest in this bill 
that we strengthen the reserves. 

Senator Dovcias. Why do you not go farther, and instead of going 
up to 35 percent, why not abolish the group accounts and get a gen 
eral reinsurance fund. It seems to me this fund is in grave danger in 
an appreciable depression. 

Mr. Frrzparrick. Senator, there is one other thing that does pro- 
vide an inherent source of strength in the system, it is this: Insurance 
claims are paid by the issuance to the mortgagee of debentures which 
are payable over a relative long period of time. That this means that, 
before those debentures become due, the FHA has an opportunity to 
get through the worst part of the cycle, to put the foreclosed properties 
that it acquires back on the market at fair prices, and to use the pro- 
ceeds of such sales of acquired properties to pay the maturing 
debentures. 

Senator Doverias. It can stall its creditors for a time on paper? 

Mr. Firzparrick. No: I did not mean that at all. I meant that 
FHA does not necessarily have to sell all the properties acquired 
through foreclosure at forced liquidation prices, and therefore the 
amount that FHA could recover on the properties thus sold is a sub- 
stantial amount which must be given full consideration in addition 
to the cash reserve. 

Senator Dovcias. In other words, ordinary instead of forced liqui 
dation ¢ 

Mr. Frrzparrick. Yes, sir. 

Senator Doveias. But, suppose you have this slump, which we all. 
of course, hope will not hap ypen, and you have insured these proper 
ties at 83 to 85 percent of their cost of construction. and you have a 
reserve of 114 percent against them ? 

Mr. Frrzparrick. I think it is perfectly true, Senator, that the 
assumptions on the extent and length of the depression, which are 
made, affect your views on the adequacy of the reserve pos ition. 

Senator Doveias. Would any insurance company regard a reserve 
of 114 percent as a fairly adequate sum ¢ 

Senator BusH. May I ask a question on that point, Senator? 

Senator Doucias. Yes. 

Senator Busn. The $20 billion you are talking about is the original 
amount of the insurance account, is that right, or is that the current 
amount ¢ 

Mr. Frrzparrick. There is about $16 billion outstanding now. 
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Senator Busu. So, $16 billion is the figure that counts, rather than 
the $20 billion ? 

Mr. Frrzparrick, That is correct. 

Senator BusH. So, the Senator’s calculation of 1144 percent is not 
quite accurate, I believe, because the $370 million relates to $16 billion, 
rather than $20 billion; is that right ? 

Senator Doueias. | was including the commitments. As I under- 
stand it, those commitments would be added to the $16 billion, so that 
as of the end of this year there would be roughly $20 billion of obliga- 
tions outstanding. 

Mr. Firzparrick. | see, you are putting it in terms of the estimated 
amount outstanding at the end of the next fiscal year. 

Senator Dovetas. At the end of which year? 

Mr. Firzparrick. Fiscal 1954; that is June 30, 1954. 

Senator Doucias. Then, at the end of fiscal 1953, it would be what? 
What would be the commitments ? 

Mr. THornton. A little over $14 billion. 

Senator Dovetas. Strike out the “114 percent,” and substitute “2.16 
percent.” 

Senator Busn. May Lask a question on this point? I think the Sen- 
ator has a very interesting point there. Is it not true that of the 
$14 billion, a lot of those contracts are paid down very substantially ¢ 
In other words, a lot of that value has actually been liquidated, so to 
speak ¢ 

Mr. Cote, Yes; that is true, Senator. 

Senator Busu. I mean a lot of those houses are half paid for. Some 
of them are two-thirds paid for. Yet they are insured for the full 
amount of the mortgage. Is that true? 

Mr. Cote. Yes, that is correct. In fairness, however, I should point 
out that the great bulk of the mortgage insurance, now in force was 
written since 1947—more or less at the top of the cycle. In 1947, about 
$5 billion in insurance was outstanding. At the end of 1952, about 
$16 billion was outstanding. So some two-thirds of it was written dur- 
ing a period when the economy was operating at high levels and when 
costs were high. 

Senator Busu. So, again, I am just wondering whether those factors 
have a bearing. 

Senaor Doveias. Do you have a figure on how much has been re- 
paid, and what is the amount of the outstanding obligations? 

Mr. THornton. The $14 billion figure relates to the outstanding 
balances of the insured loan. However, the mortgages have been 
paid down, many of them, to the point that they are less than 70 per- 
cent of the estimated value of the property. On those it would be 
quite unlikely that the Federal Housing Administration would lose 
anything with respect to any of those individual properties. 

I might mention for your information that we have as an insurance 
agency, of course, made actuarial computations of the expectations 
of loss, taking into account the occurrence of a depression of some- 
thing like the period we had in the 1930’s, but with somewhat less 
severity as far as real estate is concerned, on the assumption that the 
mortgage insurance system will reduce somewhat the severity of the 
property acquisitions and its losses in the disposition of individual 
properties. 
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With those things in mind, we have estimated that with the changes 
which we are now suggesting in the mutual mortgage insurance sys- 
tem, we would be in a position to protect the Treasury—— 

The Cuarmman. It isan unfortunate thing, is it not, that this reserve 
did not go up to 35 percent from the very beginning? Had it gone up 
to 35 percent, as we are now suggesting, the reserve fund would be 
possibly $500 million. Is that right? 

Mr. Corr. It would certainly be higher and we would have a better 
reserve position, Senator. 

The CuarrmMan. So, it would be possibly twice the percentage you 
are talking about. 

What we are trying to do now is correct a situation that should 
have been corrected at the beginning of the program. 

Senator Doverias. But which, due to the pressure you had from 
groups which wanted to get their dividends, was not done. 

Senator Leuman. May I ask what is the average length of these 
mortgage A 

Mr. Core. The average length of the mortgages? Do you mean 
maturity ated or payoff ? 

Senator Lenman. For how long a period do these mortgages, on the 
average, run ? 

Mr. Corr. Twenty years. They are 20-year maturities, and are 
ps iid off on an aver age of about 8 years. 

Senator LenMan. So, 2 at in any 1 year, in case of a depression, you 
would own a relatively small part of the $14 billion that is outstand- 
ing; is that not a fact? 

Mr. Coir. Yes: that is correct. 

Senator Lenm in. The Government would not be confronted with 
a problem of refinancing or taking over and liquidating $14 billion 
worth of real estate, but would take over one-twentieth each year of 
the $14 billion. In that $14 billion, as I understand it, there is a 
considerable portion of the property on which the mortgages have 
been paid down to considerably below 80 percent. Is that not a fact ? 

Mr. Coin. With respect to the exact percentage of one-twentieth, 
I am not sure that would be accurate, but the basic idea would seem 
to be correct. 

Senator Leaman. The reason I ask that, we were confronted in 
New York with a very, very serious situation with regard to mort- 
gages. The trouble there w as that most of the mortgages were of 
relatively short duration—1, 2, and 5 years—and they came due, all 
of them, during the period of the depression. Many of them were 
refinanced, and many of the equity holders were able to maintain 
control of the properties. Of course the mortgages had been paid 
down, and when the pressure eased after 3 or 5 years, most of the 
property recovered its former value, and there oul have been no 
contingent liability on mortgages that were as little in amount ¢ 
between 80 and 85 percent. 

I mention that because here these mortgages do run for 20 years, 
and there would not be a similar pressure on the Federal Govern- 
ment that there was on the State government, and the owners of the 
mortgages in the State. 

Senator Futerignr. Mr. Chairman, could I ask one question ? 

The Cuarrman. Senator Fulbright. 
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Senator Fursprient. How much has been returned to the mort- 
gagors? Is that in your statement? 

Mr. Corr. $42 million. 

The Cuamman. The total amount that has been returned to the 
mortgagors since the beginning of the program’? 

Mr. Coir. Yes; $42 million. 

Mr. Hottiypay. $42 million has been returned, and about 60-some 
million dollars is earmarked for return. 

Senator Futsriecntr. Would that have been the difference if this 
law was in effect? 

The Cuarrman. Would that have been the difference between 100 
percent reserve and returning to the mortgagors what we have to 
date ¢ 

Mr. Cox. I would assume so. 

The CHairMAN. Suppose this program started out originally where 
you returned nothing to the mortgagor? How much then would the 
reserve fund amount to? 

Mr. Hottypay. It would be the $42 million, plus the $63 million 
that is now earmarked. 

The CuHamrman. That would be about $105 million ? 

Mr. Hottypay. That is right. 

The Cuarrman. Had this program when it was originated been 
set up on the basis of returning nothing to the mortgagors, your 
reserve would be $105 million more than it is today. Is that a true 
statement ¢ 

Mr. THorn'ron. Plus the interest earnings on the amounts paid out. 

The CuatrmMan. The law required that you retain only 10 percent. 
Now, we are suggesting that it go up to 35 percent. The question 
has been raised by the Senator from Llinois that maybe it ought to go 
up to 100 percent. 

Senator Dove as. What is the argument for the individual group 
account with respect to the general reserve ¢ 

The Cuareman. I think it is a personal housekeeping arrangement. 

Senator Doueuas. I think it would be of great importance. 

Mr. THornton. I think it might be mentioned, first of all, that the 
requirement for transferring 50 percent of the premium received 
would be equivalent to abolishing any possibility of a dividend with 
respect to any insurance which is written from now on, into the future. 
The reason for that is that the remaining 50 percent of premiums is 
necessary for the payment of operating and administrative expenses 
in connection with the program, and for meeting minimum losses. 

Senator Dove.as. During the periods of prosperity? 

Mr. THornton. Yes. So that 35 percent approaches the elimina- 
tion of the possibility of dividends. Of course, the Commission, under 
the bill, could transfer less than 35 percent when the reserves have been 
sufficiently built up so that a slower accumulation is appropriate. 

Now, the reason that we suggested 35 percent instead of 50 per- 
cent is that our understanding of the intent of Congress in designing 
a program was that any mortgages which were insured during a time 
shiek resulted in the best possible experience with respect to those 
mortgages, and the properties which they are financing, should give 
the mortgagors involved a chance to recoup some of the expense of the 
premium payments which they made. 
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Senator Dovucias. In other words, that the low price level years 
should not bear the burden of the high price level years? 

Mr. THornton. That is correct. 

The CuaimMan. Would you gentlemen object if we increased the 
35 percent to 50 percent,or even to 100 percent ¢ 

Mr. THornton. Well, as between 50 and 100 percent they would be 
essenti: ally the same thing. 

The CHamman. Would you recommend that we do that at this time, 

r let it go at 35 percent and take another look at it next year? 

ie: Coir. Senator, it is a broad policy question of whether or not 
the mortgagors are e sntitled to part of these fees paid i in by reason of 
the experience of the various groups. It is a broad question. It is 
a policy which Congress has established. 

The CHarrman. Then, your recommendation would be to leave it 
at 35 percent at the moment ? 

Mr. Coie. That is correct. 

The Cuarrman. May I say, before I forget, that all the tables which 
these gentlemen are presenting will be made a part of the record, if 
there is no objection, at the end of their oral statements. 

Senator SparKMAN. I am not sure that it is clear in my mind as 
to why the individual mortgagor should be entitled to a dividend 
or a pi irtic ipation. 

Mr. Houiypay. Senator, I think pertinent to that question is the 
fact that the property was sold to him on that basis. 

Senator SparKMAN. I wonder if the average mortgagor even knows. 
Certainly, I do not believe it plays any part in his applying for the 
benefit. 

Mr. Hotiypay. Senator, to my mind there is no question at all. 
The average mortgagor gets the surprise of his life when they send 
him his check, and he says, “What is this for?” 

Senator Sparkman. I think that is true. 

Mr. Corr. That is right, Senator, but may I suggest you should 
consider what I believe the basis for the law in the beginning. That 
was a mutuality, a feeling that these people paying their mortgages 
off in this group, that it was an incentive for them to pay ‘their 
mortgages, and if they did, then there would be some reward at 
the end. 

Now, whether it works or not is quite doubtful. But, that is the 
basis for it. 

Senator SparkMAN. Of course in the beginning we were starting 
out in an uncharted field, were we not ? 

Mr. Cour. Yes. 

Senator SparKMAN. I suppose it was established somewhat along 
good insurance practices. 

You have had these years of experience, and you believe the other 
would be a sounder policy ? 

Mr. Coxe. Yes, sir, that is very true. 

Senator SparKMAN. I was just comparing it with the practice in 
the FDIC. There the banks got no dividends. They did get a lower 
rate of insurance. If your experience over this period of time is 
such as to m: oe you believe that you do not need all of the premiums 
that are paid in, have you given consideration to the pominility of 
lowering the insurance rate, rather than refunding part of it? 
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Mr. Cotz. Do you not think that is an alternative 

Senator SparKMAN. I am asking if you have considered that as 
an alternative / 

Mr. Coir. The question we would be presenting to the Congress 
in the future—if we did away with the dividend program feature and 
built up a very strong reserve position—I am sure the question would 
be: “Should the premiums be lowered ?” 

Senator SpaRKMAN. Of course, the question always is as to the 
sufficiency of the reserve. That is your central question, is it not? 

The Cuarrman. I think we ought to correct the record. Maybe I 
misunderstood the Senator from Alabama, but the FDIC—you re- 
member we passed a bill or a law here a couple of years ago, or more, 
in which the FDIC returned all of the money that it originally re- 
ceived, and likewise lowered the assessment. The FDIC today re- 
funds to the banks large sums of money every year out of the present 
assessment. 

Senator SparkMan. Yes; growing out of the change of that law. 
But, originally they refunded nothing. Of course, they paid the capi- 
tal stock back to the United States Government, and thereby got out 
as a Government operation, to some extent. 

Senator Doueias. May I point out we made them pay interest, too. 

Senator SpaRKMAN. Yes. 

The CHatrman. Yes; they returned about $83 million. 

Mr. Cote. We have something to say along that line further in this 
bill. 

Senator SparKMAN. Before we get away from this, Mr. Hollyday 
made a statement a few minutes ago that I want to put just a little 
emphasis on. 

Mr. Hollyday, you stated that you hoped for the day when private 
enterprise would take this thing over. 

Mr. Hottypay. Yes, I did. 

Senator SparkMAN. Well; I do too, and we on this committee, many 
of us, have been trying for that for a long, long time. I just wonder 
about the extent to which an earnest effort is being made either to 
interest private enterprise in taking it over, or in evolving some kind 
of legislation that would underwrite originally a central mortgage 
bank or central mortgage system along the line that the FDIC was 
set up, and the farm credit system, and the Home Loan Bank Board, 
and those things. 

Are vou giving any study to that ? 

Mr. Houtiypay. Senator, I think the prospective purchaser would 
look at the proposition this way: “Here is my money that I have 
worked hard to get. You are offering me something that has never 
been tried out before, and when you ms 1ake this suggestion, such as we 
have right now, it is a little theoretical, because the system of insur- 
ance of mortgages under the present scheme of long, drawn-out pay- 
ments, has never actually had a real trial. Your average business 
cycle in real estate is about 20 years. We have only been going 
about 18.” 

I do not mean to predict that we are on the verge of a change, but I 
think as a businessman, I would want to see a much longer history 
than what FHA now has to offer. But, the philosophy of FHA, it 
seems to me, ought to be that whatever it does, unless Congress directs 
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it to the contrary, would be looking to the ultimate aim of getting 
the Government out from under the obligation that it now has. 

Senator Sparkman. I just wonder at times if we are looking at it 
interestedly enough; I mean really making an effort, because it was 
about 4 years ago that we studied the proposition. We had a bill 
proposed before this committee to set up some plan—I suppose you 
read that. 

Mr. Horttypay. Yes, sir; I did. 

Senator SpirKMAN. We had a fine roundtable discussion, IT remem- 
ber, in which representatives of insurance companies and mortgage 
bankers and lending agencies and housing and home builders, all 
of those, came in, and everybody was in favor of working some such 
plan out, but nobody could offer a formula. 

Now, I just hope that we will not let that die, but that we will keep 
on working for a formula, and that we will encourage these private 
people. 

[ see Mr. Coogan back in the audience. He set up some kind of a 
private concern like that. I believe the Bowery Savings Bank in a 
limited way went into some such plan. I just wonder how much en- 
couragement we are giving those people to get them to do the kind 
of thing we hope to see done. 

Mr. Core. I will assure you that I, and I know Commissioner Holly- 
day, are both very much interested in doing it, and we will, together 
with other people in the executive branch, consult with the Congress 
and go forward with a very intensive program of such a study. As 
a result of such a study it would be my hope that we can present and 
effectuate a program along the lines you are discussing. 

Senator Sparkman. Of course, you realize also the necessity of 
consulting with the people of industry to try and get their cooperation. 

Mr. Corr. That will be done, I will assure you. 

Senator Doveras. I would like to ask these gentlemen whether, in 
their judgment, builders’ prices have moved down to FHA valua- 
tions, or have FHA valuations tended to move up to builders’ prices? 

Mr. Hottiynay. That is almost an unfair question, is it not, Senator? 

Senator Doveras. No. I think it is a very pertinent one, 

The Carman. I think the Senator knows the answer. 

Senator Doveras. No, I would like to have it, as a matter of 
record. 

The Crater wn. I think you wanted it on the record, but I think 
you know the answer. 

Mr. Hotnypay. It will vary, Senator, with the neighborhood, as 
well as with the type of operation. There has been a successful attempt 
recently in FHA to make our valuators prove that where they place 
a value that is less than what the individual is putting into the apart- 
ment—this occurs mostly in multiple-family apartments, and I think 
there has been an unnecessary reservation on the part of the FHA 
in multiple-family housing units to be conservative. We now have 
a system of checking our valuators to make them prove that where 
they come in with a valuation that is less than what the entrepreneur 
has in the operation—— 

Senator Doveras. Then the presumption is in favor of the builder? 

Mr. Horxiypay. I think we have been too conservative in a great 
many cases; we ought to prove our case and it is difficult to prove. 
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Senator Doveras. So the tendency now is to accept the builders’ 
prices as evidence of fair or stable value? 

Mr. Hottypay. It is the question not of the particular builder, but 
a careful analysis of the fair amount he should have put into the build- 
ing. It isa matter of our checking on valuations to show the builder 
that if we do not appraise the building at the amount that he has put 
into it, we ought to be able to show him just why, and in a great many 
cases we can. 

What we are trying to correct is an overconservatism on our part. 

Mr. Corr. I would like to have Mr. Thornton comment upon the 
sales of houses, too, the valuation. 

Mr. THornron. Some recent summaries of our experience during 
the past year indicate that for the lower-price houses FHA’s estimates 
of valuations are very close to the estimates of replacement costs, which 
the FHA prepares on those properties. Even in those lower price 
ranges, however, it is typical for the builders’ prices to the buyer to 
be higher than FHA’s estimates of replacement costs. 

Mr. Hollyday has been indicating that where FHA’s estimate of 
replacement costs is significantly above FHA’s estimate of value, we 
seek to find why it is that our estimate of cost runs higher than what 
we think the house is worth after it is completed. This does not 
mean that our estimate of value necessarily has to be pushed up to the 
point where it is equal to the builder’s prices. 

Now, I have been speaking of the low-price houses, generally those 
of $8,000 or $9,000, or less. As home values rise above that level, 
the difference between FHA’s estimates of value and the purchase 
price, which the buyer pays for the house, increases up to the point 
where the houses that are valued at $16,000 or more generally have 
prices that are from 15 to 25 percent higher than F HLA’s estimate of 
value on those properties. 

Now, the difference between FHA’s estimate of replacement costs 
and the purchase price also increases in the higher price range, so 
that the difference between value and replacement cost increases grad- 
ually as the price rises, and the tema between FHA’s value and 
the purchase price increases much more sharply as the value rises. 

Senator SparKMAN. Mr. Chairman, may I revert back to our state- 
ment of a few minutes ago regarding the FDIC? You will recall 
what we did in that—we determined what would be a proper reserve 
and we provided that dividends would be paid out of excesses that 
accrued over and above that reserve. 

The CHarrman. That is correct. 

Senator Sparkman. Now, I wonder if there could be worked out 
some determination here as to what would be a proper reserve on 
certain amounts. 

Mr. Coin. We are moving toward that, Senator, very definitely. 

The Cuamman. The Senator, of course, correctly gave the situation 
we have at the moment on FDIC, and I had a bill setting it up. I 
think we will want to adopt some such policy on this mater , but I 
do not think we can do it here in the next 2 weeks, because much of the 
law, as you know, expires on June 30, and this is about all we can 
handle between now and June 30. 

I agree that we ought to give a lot of thought to further study as 
setting it up on a more sound and practical basis. 
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Senator Fursricur. I would like to ask one question on this possi- 
bility of private industry entering into this field in a greater degree. 
I want to read one short paragraph from a letter I rec eived this morn- 
ing from Mr. Edward Waller, West Memphis, Ark., which I find 
difficult to answer. I thought you gentlemen might make some com- 


ments which I would convey tohim. He isa builder in West Memphis. 
He says: 


For a number of weeks I have been working diligently to build some proper- 
ties in West Memphis on land which I purchased. In working industriously 
with two local mortgage brokers, | find myself unable to secure commitments 
for mortgage money to build the properties. I am told by these mortgage brokers 
and am indeed very clearly shown that they are unable to proceed with their 
channels of business to help me, or others, because of the absolutely stopped 
condition of the mortgage market generally. Not one of the large institution 
investors who normally purchase such offerings around the country are willing 
to commit future mortgages at any price. As against this, | am told by those 
who have evidence thereof, that some sales in small and large blocks of existing 
mortgages are being purchased by a few of the eastern and northern investors, 
but at terrific discounts. The situation, indeed, has become intolerable. 

What do you think I ought to say to him in reply / 

Mr. Hotiypay. Well, Senator, I think there is only one answer to 
his question, and that is he is offering something that a lot of other 
people are offering, and the people that have the money have already 
bought a good many of those articles. They haven’t too much money 
to go around, and I suspect there is going to be nothin ig to do but let 
nature take its course until more money is available for the mortgages 
that he is offering them. 

I think he ought to be told something, without mentioning the name 
of the insurance company—and it is a large one—which made a some- 
what opposite statement to me within the past 3 days. namely, that 
they had a moderate amount of funds available that had not yet been 
committed, and they were willing to handle FHA paper at par, but 
they did not even have a chance to do so, because when those coming 
in to get the money assuming they would not buy them at 100, offered 
them right off at 99. 

That is the other side of the picture, from a fair-sized insurance 
company official. That is an exception, and I am quoting an excep- 
tion. But, I think there is nothing to do if a person is in the position 
of your West Memphis friend, except to realize that the supply of 
money available to the number of mortgages that are available is not 
what they would like it to be, or what I think it should be in the 
future. 

Senator Futsricur. You do not know of any insurance company 
that is buying mortgages in Arkansas, do you, at all ¢ 

Mr. Hourypay. I think our activity sheet would show we are a little 
behind at the present date. But, as of the present date the people 
who are getting commitments—and they have to pay for them—the 
commitments are larger now than they were at this time last year, 
which is almost unbelievable to persons like the gentleman you re- 
ferred to. The market is not as bad as a lot of people believe, who 
are now forcing the market by making these offerings. 

Senator Futrrieutr. You say to let nature take its course. What do 
you mean by that ? 

Mr. Hotiypay. I mean that we are in for some tight supply money 
for some little while to come. 
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Senator Futsricutr. Would you care to estimate how long? 

Mr. Hoxtiypay. You mcr me very much, Senator, “by asking 
that. No, sir, to be serious, I do not know. But, I think the com- 
petitive offerings that are now on the market, that are very highly 
competitive insofar as the mortgage market is concerned, are bound 
to take precedence for a while. I cannot imagine that this is going 
to keep up, but as long as the competition is as strong as it is, we 
have got to fight pretty hard to get our share of the business. 

Senator Futsrienr. In other words, if I understand you correctly, 
you do not think the Housing Administration, acting for the Gov- 
ernment, should do anything about it at the present time ? 

Mr. Hotiypay. The only thing we can do, Senator, would be the 
worst thing in the world, and that would be to intimate that we are 
going to raise rates, and I do not think it would change the situation 
very ‘much, and would certainly be very unwholesome and very unwise, 
as far as FHA is concerned. ' 

I would like to go on record as saying that we do not have the slight- 
est intention whatev er of raising any rates. 

Senator Fursricur. Or to purchase any more mortgages through 
FNMA? 

Mr. Corr. Are you talking about FNMA ? 

Senator Furprient. As against raising rates. I just said merely as 
against purchase of mortgages through FNMA. ' 

Mr. Cote. FNMA is now ‘consider ing when and under what circum- 
stances it is possible for it to reenter the market. We do believe that 
it will be possible at some future time for FNMA to reenter into the 
market, but I do not believe the time is now, Senator. 

I agree with Commissioner Hollyday that the market is extremely 
tight, but I also agree it’s a temporary situation. The readjustment 
of the market is now occurring, and we are quite hopeful it may come 
to the situation where the mortgage market will become, shall I say, 
more normal. By this I mean a situation where mortgage loan funds 
are generally obtainable in the market. 

I think that will happen. 

The CHatrmMan. Well, there are 2 things you might do, or we might 
do. We would have to do it—the Congress would have to pass the 
law. One, would be to raise interest rates. That might doit. The 
other, of course, would be for FNMA to buy more mortgages directly. 
That might do it. However, I have heard ‘considerable debate on the 
floor of the United States Senate in respect to interest rates, particu- 
larly in respect to interest rates going up and in respect to FNMA 
buying more mortgages. 

I do not know whether I have any specific ideas on the subject at the 
moment, except this: The ¢ jovernment now is guaranteeing an average, 
I think, ‘of 83 percent of these mortgages. I hope the building indus- 
try—and I say this in the kindest way—does not expect the Government 
to guarantee their mortgages now, and then likewise turn around and 
do the job of selling their mortgages to private investors. 

The next step I presume they will want us to take is to build the 
houses. Private industry has got to get out now and become salesmen 
and sell their own mortgages and run their own business. When we 
guarantee the mortgages—meaning the Federal Government—it seems 
to me we have gone : about as far as we ought to go. 
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Senator Futsricut. Mr. Chairman, I am not advocating anything. 
I am inquiring of the authorities in this field, what they have in mind. 
That is all I am doing. 

Mr. Coz. May I say, Senator, we do have one step in this bill, a step 
in the direction of placing FNMA in a position to follow out its 

traditional program of a secondary market, and we hope to effectuate 
a See NMA fund. That is'a step we could take if the authority 
contained in this bill were granted. 

Senator Sparkman. That is already in the law, is it not, a revolving 
fund ? 

Mr. Corr. Senator, I was referring to the one-for-one program, 
which we will come to later in my statement. 

Senator FutsricHr. Would you briefly describe what in this bill is 
designed to do that ? 

_ Mr. Corz. It is in this bill. If the Senator prefers, I will go into 
it now. 

Senator Busu. May I ask a question, first: Is it not true that the 
demand for long-term credit generally is very high-pointed at present ? 

Mr. Corr. Yes. ‘That is what Commissioner Hollyday was saying. 

Senator Busn. Is it not true that the approximately $3.5 billion of 
long-term investments that will have been offered in May and June 
of this year by corporations and municipalities and States would 
have a very important effect on the amount of money available for any 
long-term investment, such as mortgages ? 

Mr. Cotx. Yes; that is very true. 

Senator Busu. Could one of your gentlemen tell us how much, 
approximately, FNMA now holds in the way of mortgages? 

The Cuarrman. I think $2 billion, plus. 

Mr. Corer. $2,484,951,000. That is in the portfolio. 

Senator Busu. Yet you feel you may be on the point of recommend- 
ing that they increase their portfolio of mortgages? 

Mr. Corz. No, Senator, we are not. We are , suggesting we have a 
possible plan which may permit a revolving of the portfolio of FNMA, 
and perhaps, even some net reduction in the present portfolio. 

The Cuarrman. We will get into that in just a moment. 

Senator SparkMAN. I have just a question or two before we leave 
that. 

Mr. Hollyday, you said a few minutes ago that the amount of com- 
mitments now were at a high point, did you not? 

Mr. Hotuiypay. It is hard to realize, in the face of the question that 
was just asked, but actually the mortgage market is really holding 
its own remarkably well, and recordings are at a high pea 

Senator Sparkman. Is that true if you exclude New York and 
New England? 

Mr. Hotxypay. Well, it is true, we have a very high concentration 
in New York, and another factor that should be brought out, in line 
with your questioning, is that there is, due to the Wherry Act, more 
financing on Government property than there ever has been in the 
past. But, in spite of that, our 203 operations are holding up re- 
markably well, that is, the great bulk of the business. 

Senator Sparkman. Of course, we know that there is a favorable 
condition there. I suppore there always will be, due to the very 
favorable banking situation that they have in New York and New 
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England. But, I get letters, such as Senator Fulbright referred to, 
and telephone calls, and telegrams, right along the same line. 

Senator Futsrieutr. This is not the only one I have received. It 
is just typical. 

Senator SpaRKMAN. I am sure that is true, and I have been told it 
is practically dead down in my section. 

By the way, I saw an article in the Washington Post yesterday 
that did not seem to bear out what you said. They talked about the 
low level, and the difficulty of getting mortgage disposals, and fur- 
thermore, pointed out that for the April-May period we had the lowest 
number of housing starts in a long time. 

Did you see that article? 

Mr. Core. Yes. 

Senator SparKMAN. Is that correct ? 

Mr. Frrzparrick. That is a preliminary figure, Senator, and, quite 
frequently, when the final figure comes in, it tends to be a little higher 
than the preliminary figure. 

Mr. Cotz. The first 5 months of this year, preliminary, are above 
the first 5 months of last year, Senator. 

Senator SparkMAN. With reference to the tight market that you 
refer to, back in January, I believe it was, when we held some informal 
discussions here relating to the possibility of raising the interest rate, 
if I remember correctly, we were told there was a plentiful supply of 
money. AI] they needed was that extra interest rate to turn money 
loose. It is my impression that it certainly has not been turned loose— 
and I see some builders back in the audience from the Southern part 
of the country. There is one from near West Memphis, Senator. I 
believe they have testimony that it was not turned loose. 

I am rather disturbed about it. 

Mr. Corr. I think we are all disturbed about the situation, Senator, 
with this in mind: We have been taking definite positive steps. One 
of those steps was taken shortly after I was sworn into office, when we 
removed the last vestige of the credit regulations on home financing. 
Then, the interest rate on Government insured or guaranteed home 
loans was raised. And, now we are suggesting a new program for 
FNMA. It is my idea that we cannot just go into the market with 
a pump and balloon it immediately. Today’s atmosphere is not that 
type. We believe we should step carefully, progressively and for- 
wardly, in order to accomplish our objective. 

We also believe that it is being accomplished by those steps. We 
could do many things, but we think it is unwise in this particular situ- 
ation, where the housing starts are high, where there is no real appre- 
ciable statistical data which would indicate to us that there is a great 
sloughing of housing starts. It is a question not of just ballooning 
or depressing it. It is a question of keeping it at a high level of pro- 
duction. 

The Cuarrman. Let me say this: Do you not think one of the psy- 
chological effects also is the high cost of construction, and the high 
sales price of these houses? I do not mean they are uncommonly 
high ; they are not, because the cost of building is high. 

Mr. Cote. The cost of building is high, Senator. 

The Cuatrman. That also must be taken into consideration, the 
cost. 
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Senator Leman. I certainly do not advocate this by any means. 
I think it would be a mistake. But, I wonder if it is not probable 
that the apparent scarcity of money is due to the fact that investors 
and mortgage lenders are holding back because the developments of 
the last few months have encouraged them into the belief that by hold- 
ing back they will get even higher rates of interest on their investments 
or their loans. 

Mr. Hotiypay. I really do not believe that, Senator. I think we 
are all human, and I presume the banker is like a real-estate buyer. 
If something starts coming down, and gets a little more attractive, 
there is a tendency to hold back and see if it will not get still more 
attractive. 

I am talking about your business, so I am a little reluctant to pass 
on my own opinion, but it does seem to me that as a banker you have 
the pressure that if you sit and wait, while you are waiting you are 
not earning, your money is not earning, and you will wait only a 
moderate while, and I wonder if you are not in a much better position 
to inform us as to the question. I wonder if you, yourself, as an 
investor, would not find yourself under pressure maybe to take the 
attractive things that are here, but not to wait too long, because cer- 
tainly the offerings that are on the market now, that are competing 
with mortgages, are certainly very appealing, as we find out. 

Senator Lenman. Well, I can express an opinion. My opinion 
is that because of the uncertainties, the doubts that have come to 
people’s minds, due to the financing, governmental financing, that 
has taken place on a very small scale but at a very great increase in 
the rate of interest, it has unfortunately encouraged investors to hold 
back in the hopes and in the expectation that by holding back still 
further, they are going to get still higher rates of interest on their 
investments and on their loans. That is my personal judgment. 

The Cuairman. Is it agreeable with you gentlemen to let Mr. King 
testify now, as he has to leave? 

Mr. Coir. That is agreeable with us. 

The CHarrman. Then, if you will just step aside a few minutes, 
we will ask Mr. King to come forward. 

Mr. King is Director, Loan Guaranty Service, Veterans Administra- 
tion. 


STATEMENT OF T. B. KING, DIRECTOR, LOAN GUARANTY SERVICE, 
VETERANS’ ADMINISTRATION 


The Cuairman. Mr. King, do you have a prepared statement ? 

Mr. Kine. I do not, Mr. Chairman. 

The CratrmMan. Suppose you proceed in your own way, then. 

Mr. Kine. The principal bill under discussion here, Mr. Chairman, 
S. 2103, has but a single provision of direct concern to the loan 
guaranty program of the Veterans’ Administration. 

In respect to that subject, which Mr. Cole referred to some moments 
back, the One-for-One plan, whereby the Federal National Mortgage 
Association would be permitted to pledge itself to buy at some future 
date—for example, within 1 year—a loan from the holder of a pledge 
certificate, who would qualify for that pledge certificate by buying 
an outstanding loan from the portfolio of the Federal National 
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Mortgage Association, the Veterans’ Administration th nks that 
proposal would provide additional flexibility which would probably 
enable a considerable additional number of veterans to get VA 
guaranteed loans. It would do so without drawing further upon the 
Federal Treasury, because FNMA puts out a dollar to purchase a 
new loan only from those dollars which it has acquired by virtue of 


+ 


the sale of loans out of the » port folio. 
1 


Iw ore n being called here this morning, Mr. Chairman, 


that there would be consileration also of the proy isions of S. 1993-—— 

The Crarrman. First, let me ask you this: Do you approve of 
2103 4 

Mr. KING. I have no obje tioh toa y provision Oj the pre sent draft 
of S. 2105, Mr. Chairman. 

The CuatrrMan. WI are the features of the other bill that you 
recommend ¢ 

Mr. KING. The other | il] for discussion here is the bill introduced 
by the chairman, as amended by a subcommittee of this committee 
last week. 

The Cuatrman. That bill has already passed the committee, and 
is in the Senate, is it not? Isn’t that the one you are referring to? 
Are you talking about the bill we reported out here a few days ago? 

Mr. King. I alluded to that bill, Mr. Chairman, because I was 
nformed in coming here that it might be the pleasure of the committee 
Lo question me On some OT Its provisions, 

The CHatrrMan. You mean on the bill we reported out ¢ 

Mr. Kine. Yes, sir. 

The CuatrMan. We reported it unanimously, but I do not sup 
pose there are any questions. 

Senator Dovugias. ‘There is one question I would like to ask. ‘The 
interest rates were raised to 414 percent for veterans ¢ 

Mr. Krne. That is true. 

Senator Douguas. Do the builders absorb the discount rate now, 
now that the interest rate has been raised ¢ 

Mr. Kine. Upon raising the interest rate to 414 percent, Senator, 
the Veterans’ Administration shortly thereafter put out its May 1s 
regulation, which tightened its rules so as to eliminate or abolish 
the custom of originating GI loans for sale at discount, where that dis 
count was being absorbed by the builder who had constructed the 
related units. 

The VA issued that directive pursuant to Section 504 of the Hous- 
ing Act of 1950, which directs the agency, and the FHA to issue such 
rules as would eliminate excessive fees and charges from the Govern- 
ment mortgage picture It was the very apparent intention of the 
Coneress at that time to control those fees, or those practices, which 
would result in excessive charges incident to the financing of home 





mortgages, and thereby preclu le the passing of excessive charges 
back to the purchaser. 

Senator Ly UGLAS. May I tou h a that pe int ¢ Wh le the builder 
bear the initial cost of the discount, is it your belief that this is ulti- 
mately pa ssed on to the veteran who buy s the home / 

Mr. The Veterans’ Administration throughout the very ex 
tensive discussions which have been indulged in incident to the dis- 
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have maintained that through its appraisal system it succeeds in 
screening the greater part of the discounts away from the veteran 
purchaser. 

Our contention is accon aan by the admission that we cannot 
give assurance that all discounts, or all parts of discounts, are in fact 
screened out, so that there is no absor ption by the veteran purchaser 

The May 18 rule has met with a considerable barrage of op position. 
It is contended that it will virtually stop building in some areas of 
this country. 

I would like the committee to know, however, that the w: ay we have 
framed that rule, we have. screened out only those discounts which 
have been passed on to builders. We have not attempted in any way 
to contro] the play of discou nts as oenres yn one lender and another. 
We used that basic approach, or plan, because we were convinced that 
it correctly reflected the hewielative 3 intent as manifested by section 
504, and because we did not want to interpose our own additional ideas 
and issue a directive which attacked existent practices on a broader 
front than the front which was apparently in the mind of Congress 
when it contemplated that these restrictions be issued by the agencies. 

The person which is affected most drastically by the new directive 
is the builder who is also operating as a mortgage lender. He has 
two pockets. We, by our directive, require that he certify that he, 
in common with all other builders, is not paying directly or indirectly 
any charges or fees, discounts, or other considerations in addition to 
those which are expressly allowed by the VA fee schedule. 

We made that rule just that firm because of the very positive—— 

The Cuarmman. May I ask you a couple of questions? In making 
that rule, who were you trying to protect ¢ 

Mr. Kina. In making that rule, we are trying to protect the veteran, 
Senator. 

Senator Doveras. In the belief that these discounts would in large 
part be passed on to the veteran ? 

Mr. Kine. That was not our belief, Senator, except to the extent that 
I explained a moment ago. 

Senator Doveias. Not the discounts, but the cost of the discounts. 

Mr. Kine. The controversies which came into the picture incident 
to the question of whether or not the interest rate should be raised, 
centered attention upon the discounts which were permissible, under 
existing VA rules. They were widely named as affording a license for 
larceny. The VA was being accused of passing on discounts to the 
veterans by way of avoiding the necessity of changing the interest rate. 

We had a very considerable expression of sentiment from vari- 
ous Members of Congress to the effect that the discount practices were 
so detrimental to the interests of veterans, so prejudicial to veterans, 
that the VA should strive in some way to eliminate them. 

The Cuatrrman. Mr. King, are you satisfied with the rules and reg- 
ulations that you have at the moment, that they are working, and that 
the veterans are getting their houses, getting them built, and the mort- 
gages are being sold? Is it working to your entire satisfaction ? 

Mr. Kine. No, Mr. Chairman, it is not working to my satisfaction. 

The CuarrmMan. What is the weakness ¢ 
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Mr. Kine. As Mr. Hollyday and Mr. Cole have described to you 
this morning, the mortgage situation is quite unsettled at the pres- 
ent time. 

The Cuarrman. Me aning it is tight? 

Mr. Kine. Mortgage money in many areas is quite tight for builders 
who are looking now with these new rules, freshly framed, for imme- 
diate future commitments. 

The Cuatrman. Do you have any r ecommendations to make to us 
as to how you think it would be possible for every veterans’ mortgage 
to be im mediately discounted and sold ¢ 

Mr. Kine. Mr. Chairman, at this table last January 28, I invited 
attention to section 504 of the Housing Act of 1950, and it was my 
suggestion at that time that it be eliminated. However, there has 
been a very considerable crystallization of different facts and factors 
in the interim. 

I can suggest at this time, Mr. Chairman, for this committee only 
that they satisfy themselves as to whether VA should bar these dis- 
counts and their application, or their prevalence under the higher 
interest rate, or whether we should contemplate changes in regula- 
tions which would permit the use of discount practices and the pay- 
ment of discounts. 

The Cuarrman. What is the big objection on the part of the build- 
ers and those dealing in mortgages, having to do with your rules and 
regulations, at the moment ? 

Mr. Kine. The big objection, Mr. Chairman, is that they contend 
that in the present status of the mortgage market, it is not possible for 
them to obtain an adequate supply of 414-percent money under which 
to market their products. 

The Cuatrman. In other words, what they want to do then is to 
be given the right to discount their mortgages further than you per- 
mit them to do it, is that it? 

Mr. Kina. Precisely, Mr. Chairman. 

The Cuaman. You think you are right in your position? 

Mr. Kine. Mr. Chairman, I think we have issued a regulation en- 
tirely consonant with the intent of C ongress, as revealed to us. 

The Cuatrman. Do you think it is going to get the job done? 

Mr. Krna. Mr. Chairman, I do not think anyone can tell you that 
today. I think these things are all too fresh for anybody to indulge 
in prophec’ y as to what might happen in 30 or 60 days. 

The Cuarrman. You think if you permitted them a larger discount 
at the moment, it would clear up the situation 4 

Mr. Kine. It would provide immediate forced draft to this situa- 
tion, Mr. Chairman, which might be hard to work out of. If the 
money is not coming in at 414 percent the next 60 days, then I believe 
it should be for the Congress to decide what further steps are neces- 
sary to cure the situation. 

The Cuatrman. The big complaint on the part of the builders, in 
respect to VA housing, is that they are unable to sell their mortgages 
at 414 percent, plus your rules and regulations covering discounts. ; is 
that it? 

Mr. Kina. I believe so, Mr. Chairman. But, if you go back to 
Mr. Hollyday’s testimony of about 20 minutes ago, he told you very 
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or: net how an insurance « wee? would buy GT loans, or, in his 

FHA loans, and the same applies equally to both programs, and 
t was practically thr ey to de snonairate that intent because it was 
having loans characterized by considerable discounts shoved at it 
across the table. 

o here isa glut, Mr. Chairman. How long it will take to move that 
oO} down the belt line, no one can say. 

1 he CHAIRMAN. You are saying that there are a lot of builders and 
mortgage companies with mortgages that are perfectly willing to 
discount at big discounts, if you would permit them to do so? 

Mr. Kine. Yes, sir: exactly. 

The Cuarrman. And, you think that it is having a bad effect upon 
those that purchase mortgages / 

Mr. Kine. I am perfectly sure it is, Mr. Chairman. 

Senator Doueias. Permitting the discount would be equivalent, 
would it not, to a further increas e] 1 the interest rate 7 

Mr. Kine. Under our contentions, Senator Douglas, it would not 
have that net effect. 

Senator Doueias. Suppose it is 4144 percent on a hundred, but the 
bui ider sells for 95—that is equiv: alent to 434. You say the builder 
absorbs that extra quarter of a percent? 

Mr. Kina. It is economically practical and even advantageous for 
many builders to —— that, Senator. 

Senator Dovetas. Well, of course that raises the question whether, 
if the discount does not hurt the veteran, why you interfere with the 
discount, because pre ‘sumably you are there to protect the veteran. I 
assume you made this rule in order to prevent these costs coming from 
the discounts bei Ing passed on to the veteran. You seem to cut the 
eround out from underneath your own feet on this. 

I am rather distressed at this. 

Mr. Kine. Senator Douglas, VA’s statement that it was unable to 
reen out this discount from passage on to the veteran was not accepted 

by the Congress or those nea of Congress to whom we talked to 
Lack in April, prior to changing the interest rate itself. 

They were persuaded, a many people representing the building 
ndustry lent voice that helped toward that persuasion, that the Vet- 

erans’ Administration was not succeeding in preventing the passing of 
these discounts down to veterans, and we more or less were accused of 
improper observance of the dictates of section 504 by the liberality of 
our then existing rules. An “ it was ex spected of us that when we raised 
the interest rate, we would at the same time take steps which would 
eliminate the abuses of the discount practices. 

Senator Doue.uas. Is that in the law ? 

Mr. Kine. Section 504 of the Housing Act of 1950, Senator, was 
an action taken by the Congress to eliminate the passing on of dis- 
counts to veterans or other pur hasers because of the tendency of 
lenders to exact what in the mind of the Congress were excessive 
charges under the then existing interest rates. 

The Cuarrman. I have before me now 8S. 1993, which this com- 


mittee has already unamimously reported to the floor of the Senate. 


Did you want to make some comment on this? 
Mr. Kino. In view of the present status of the bill, I think it would 
be more or less taking the time of this committee unnecessarily. 
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The Cuarrman. If there are any amendments that you think 
worthwhile, you might prepare them and we can certainly take them 
under advisement, as to introducing them on the floor of the Senate. 

Mr. Kine. Thank you, sir. I have none in mind at the present 
time. 

The CHatrman. It has already been favorably reported to the 
floor of the Senate. 

If there are no questions, we thank you very much, Mr. King. 

Mr. Kine, Thank you very much. : 

(VA fee schedule, May 18, 1953, Maximum Fees and Charges, fol- 


lows) : 
MAXIMUM FEES AND CHARGES 


VA Fee Schedule, May 18 1953 
(Issued pursuant to Sec, 504, PL.475:8tst Cong) 


1% | 
VETERAN \ 
















Originator 
LENDER 
24% FEE 
BUILDER sz ree a} unt 
Secondary 
SELLER Buyer 


The CHAIRMAN. We will return to Mr. Cole and Mr. Hollyday. 


STATEMENTS OF ALBERT M. COLE, ADMINISTRATOR, HOUSING AND 
HOME FINANCE AGENCY, AND T. 0. HOLLYDAY, FEDERAL HOUS- 
ING COMMISSIONER—Resumed 


Mr. Cote. Mr. Chairman, I return to page 9 of my statement. 
REPAYMENT OF TREASURY INVESTMENTS IN FHA 


As the members of your committee know, the initial capital re- 
quired to establish some of the FHA mortgage insurance funds was 
furnished by the Treasury, as also were some of the funds required, 
during the early years, for administrative expenses. 

The pending bill would establish this as a debt of the FHA, to be 
repaid to the Treasury with simple interest thereon at the rate de- 
termined by the Secretary of the Treasury, as rapidly as this can be 
done without impairing the solvency of the several insurance funds 
involved. The principal sum to be thus repaid to the Treasury 
tumounts to $56,164,000. The details as to this total are shown in the 
table (table IL) which we have prepared and furnished to the mem- 
bers of your committee. 

That is my statement to repayment of Treasury investments in 


FHA. 
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Senator DouG.ias. I want to co _ tulate the Administration on do- 
ing this. I especially am pleased that the precedents that we have 
set with FDIC is continued, and that these ce re admit obliga- 
tions to > pa interest as well as principal. I want to congratulate you. 

The Cuamman. You may proceed, Mr. Cole. 

Mr. C oLe. This is on extension of Maybank-Wherry Act military 
housing insurance and FNMA advance commitments therefor. 

The pending bill extends for 1 year, until June 30, 1954, the au- 
thority of the FHA to insure mortgages on housing for milits ary and 
civilian personnel ass igned to duty at military installations the perma- 
nency of which is uncertain but which are certified by the Secretary of 
Defense as deemed to be a permanent part of the Military Establish- 
ment. This title also permits the F HA to insure mortgages on pri- 
vately financed housing at installations of the Atomic Energy Com- 
mission. 

I understand that the Department of Defense and the Atomic 
Energy Commission will present to your ae the data bearing 
on their estimated needs in justification of this extension. The bill 
also extends for 1 year—to June 30, 1954, the authority of the Federal 
National Mortgage Association to make advance commitments to 
purchase FHA-insured mortgages on such housing. 

The Cuarman. Any questions on that, centlemen ? 

You may proceed, Mr. Cole. 

Mr. Corz. This has to do with FNMA one-for-one purchase and 
sale provision : 

The bill would provide the necessary authority for the Federal 
National Mortgage Association to put into effect the so-called one- 
for-one plan, which has been under discussion among representatives 
of the home-building and financing industry for more than a year. 

Under this authority the Board of Directors of FNMA could issue 
purchase contracts to institutions—or to their assignees—which 
bought mortgages from FNMA. Such purchase contracts would 
authorize the holder to sell to FNMA, within 1 year’s time, an amount 
of eligible mortgages not exceeding the amount of those which were 
purchased. 

The plan could afford a means of automatically insuring that 
FN MA’s available authorization would revolve, and it is my view that 
the proposal should be tried to determine whether, in fact, it can 
work effectively. 

If I may, I should like to summarize briefly for you how I visualize 
that FNMA could operate if the Congress sees fit to give us this 
authority. 

In the first place, we could offer mortgages now held in FNMA’s 
portfolio for sale at a price at, or possibly slightly above, current 
market quotations. As part of such a transaction, we could issue 
a contract for the future purchase of mortgages by FNMA. 

The seller could be required to pay a special fee for this contract 
for future purchase, since the obtaining of such a contract would 
represent a valuable take-out commitment on new mortgage origina- 
tions. We would probably agree not to purchase back into FNMA 
an equivalent amount of mortgages, but rather, let us say, some lesser 
amount such as 80 perce nt of the amount bought from FNMA. This 
would mean, of course, that the plan would not only assure that, to the 
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extent used, FNMA’s authorization would revolve, but would, at the 
same time, effect a net reduction in FNMA’s present portfolio. 

If the one-for-one program could be operated on this basis, it seems 
to me that FNMA could be utilized for the joint benefit both of the 
building and lending industries and the Federal Government. 

So far as industry is concerned, institutions would be able to obtain, 
at a proper cost, a take-out commitment at a time when the mortgage 
market is admittedly extremely tight. 

FNMA, on the other hand, if the program can be operated as I 
have described it, would be obtaining a better price for its mortgages 
which we desire to liquidate and would, at the same time, be accom- 
plishing an orderly reduction in total loans held. This would result, 
of course, from the fact that FNMA would be agreeing to buy back 
In hew mortgages—written at higher interest rates than mortgages 
sold—a smaller volume of loans than had been sold under the plan. 
Thus, under the limitations contained in the bill it might be possible 
for FNMA to dispose of $250 million from its portfolio and purchase 
back only $200 million thereby bringing about a net reduction of $50 
million in mortgages presently held. 

The CrarrmMan. I have one question: Is the $200 million large 
enough ? 

Mr. Coir. Senator, on the basis of a trial run, we think it is. It 
may not be, but we want to keep it fairly modest, to determine where 
we are going in the program. 

The CHarrMan. Any questions on this, gentlemen ? 

Senator Bennerr. Would that program completely replace FNMA’s 
other purchasing operations? 

Mr. Corte. No; it would not, Senator. 

Senator Benner. So it would not meet its net reduction in your 
commitments ? 

It would mean an increase in the amount available for commit- 
ments, but not a net reduction ? 

Mr. Corz. That is correct. 

The Cuarrman. You may proceed. 

Mr. Coir. Defense housing and defense community facilities: The 
bill contains provisions relating to the termination of programs au- 
thorized by the Defense Housing and Community Facilities and 
Services Act of 1951—Public Law 139, 82d Congress, as amended. 
Authority for further aids under three of these programs would be 
allowed to expire at the end of this month : 

First, authority under title III of the act for assistance to com- 
munity facilities or services required in connection with national 
defense activities on critical defense housing areas; 

Second, authority for assistance under title V of the act for pre- 
fabricated houses and housing components (a table (table IIL) show- 
ing operations under this authority has been prepared and furnished 
to the members of your committee) ; and 

Third, authority under title IV of the act for the provision of sites 
for housing and community facilities needed to serve new defense 
installations in isolated areas. 

In connection with the expiration of the authority to assist com- 
munity facilities, I recommend one minor deletion from the bill. The 
bill now provides for the continuation of that authority with respect 
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to applications filed prior to June 1 of this year. This now appears 
unnecessary, as the limited amount of funds remaining for this type 
of assistance will be needed for reserves in connection with applica- 
tions already approved, and therefore would not be available for 
commitments on pending applications. 

— change would be accomplished by striking out the matter 
appearing in parenthesis beginning on line 23 and ending on line 24 
cn aan abiieeil ll. 

\s your committee know, the budget does not contemplate any 
further appropriations for defense community facilities under title 
[1] of the act. For your information, we have prepared and furnished 
to the members of your committee a table (table IV) showing the loca- 
tions, defense needs, types of community facilities, and amounts of 
financial assistance in connection W it h our operations under the defense 
community facility provisions of title III of the act 

The two remaining programs sce the 1951 act would be extended 
for 1 year beyond June 30, 1953, on a very limited basis: 

First, the authority under title III of the act to provide public 
defense housing in critical de fe hse housing areas would be extended 
only \ vith respect to temporary housing required at installations of the 
Atomic I ‘nergy Commission. 

The Atomic Energy Commission has strongly recommended the 
retention of this authority. The primary need, as we understand it, 
is in the Portsmouth-Chillicothe area of Ohio, where additional tem- 
porary housing may be required in connection with the atomic energy 
plant there. For your information, we have prepared and furnished 
to the members of your committee a table (table V) wos the 
location, defense needs, and number of units provided i in connection 
Wi %9 our operations under the temporary provisions for housing of 

e IIL of the act. 

— id, the special title [IX mortgage insurance aids for private 
defense ho ising programe ra for eritic ‘al defense he using’ areas would be 
extended only with respect to housing programed and publicly an- 
nounced on or before June ar For your information, we have pre 
pared and furnished to the members of your committee a table (table 
V1) showing the locations, number of units and status of private 
defense housing programed for the special FHA mortgage insurance 
under title IX. 

As a matter of fact, most of the sligh tly more than 100,000 units of 
defense housing now programed had been programed by January 1 of 
this year. On that date about 98,000 units of privately financed de- 
horized. The certific ‘ation of new critical 
defense housing areas has been negligible since that date, amounting to 
only 7 so far in 1953, as compared with slightly over 200 between 
September of 1951,and December of 1952 

Most of the additional units which have been programed in 1953 
were authorized during the first 3 months of this year. 

On March 8 of this year, instructions were issued to the effect that 
only In exe eptional cases would new programs, approved a fter March 
31, have good prospects of reaching the stage of FHA commitment 
by June 30 and the ultimate construction of housing. 

It 7 is also been necessary, during the last 5 months, to make a num- 
ber « fe utbae k Ss] 1 defense housing programs because of the shifting 
and arietisiner nataieid wililiasy requirements. 


fense housing had been aut 
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Actually, because of these reductions and the relatively small vol- 
ume of new programing since January 1 of this vear, there has been 
a net increase in the number of programed units since January 1, of 
only about 2,000 units bringing the total net program to date to about 
100,000 units. It is not expected, therefore, that any very substantial 
volume of new title IX reap one ate will be issued pursuant to the 
authority provided by this bill, but, on the other hand, the granting 

of the authority would permit the FHA to do a more orderly process 
ing job in terms of the relatively small task yet remaining to be 
accomplished. 

The CuatrMan. Senator Fulbright left with me some questions that 
[ think you can answer quickly, and some you possibly cannot answer. 

First, may I say he has offered an amendment to the act here. What 
he is concerned about is this: 

Suppose there is a new governmental project started in his State, 
or somebody else’s State. 

A new defense plant of some kind, making it absolutely impossible 
for the local community to handle a housing need. 

Do you think it would be a good thing to amend this bill so under 
those circumstances we would continue some of these titles you have 
just described as being eliminated on June 30? 

Briefly, that is his proble m. 

Mr. Corr. Senator, it is a problem with which we are concerned, 
very deeply concerned, because, so far as we know, the present plans 
of military with respect to both existing and new installations are 
so indefinite that we are not in a position to give firm voice concerning 
the future. It is our judgment that those installations will not be 
so programed prior to the time when the Congress returns, and 
that in the interest of a tight operation—to bring it down to realities 
and more economical operation we believe, for the present at least, 
that we should not recommend any further extension. 

We do not say, however, that in the future such operations may not 
be required. 

The Cuamman. Does not the administration contemplate construc- 
tion of new defense plants and military installations ¢ 

Mr. Conn. All we can say is that there may be some possibility, but 
we have no firm advice of any not now programed. And those al- 
ready programed by the military may not continue to be firm, as the 
military reshapes its plans. 

The Cuarrman. Why are the community facilities in the title IX 
programs being allowed to expire ¢ 

Mr. Core. For that reason, Senator, our judgment is that not only 
the peak is over, but we have no firm advice, firm commitments as to 
present plans. 

The Cuarrman. Is it your position that on those defense establish- 
ments that have been built, you have now completed your programing 
of the facilities and the needed houses? 

Mr. Coir. We have, to the best of our ability, based upon the infor- 
mation we have received. 

May I add one thing further: That if the Department of Defense 
has evidence which they present to the committee, which would indi- 
cate that the need, that the firm planning and programing in the future 
is such that the program should be continued, we would not object. 
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Otherwise, we must, I think, raise the question as to the desirability 
of continuing these programs, because we are deeply concerned about 
pulling in this program, and not overbuilding, and leaving hundreds, 
shall I say, thousands of houses scattered throughout the country, 
which are vacant, and not used. 

The Cuarrman. If there is going to be no new defense establish- 
ments constructed or built, then, of course, leaving this as a part of 
law, I think it would do no harm or good. 

Mr. Corr. That is correct, and may I say, from our point of view, 
that just the statement that possibly some future military installations 
will be constructed is not satisfactory or not sufficient. 

The CuarrMan. Senator Fulbright seems to be interested in Air 
Force installations Blythevile and Little Rock, Ark. 

Are they reactivating those ¢ 

Mr. Cote. The Department of Defense has included in its plans for 
the former location a base to train pilots of troop-carrier planes, but 
the Department of Defense has informed us, as of June 1, 19538, that 
no determination has been made as to when this base may be put into 
operation, nor as to what station strength may be required. 

In view of this indefiniteness, no housing survey has been made nor 
any consideration given to declaring the area a critical defense hous- 
ing area under Public Law 139. 

Now, that illustrates exactly our position with respect to both loca- 
tions and the entire program. 

The Cuarrman. Now back to my question again: 

I gather you feel that for all the defense installations or establish- 
ments that have been built up to this time sufficient programing has 
already taken place on housing and community facilities, and so forth, 
to take care of it? 

Mr. Cotz. Yes, we do, and on many of them we have had to cut 
back seriously. 

The Cuarrman. Now, my next question is: 

I presume there might well be some new governmental military 
installations in the future. 

Mr. Coir. There may be, Senator, and I underscore “may.” 

The CHarrman. Then, would there be anything gained or lost by 
keeping these titles in the act? 

Mr. Coir. There would be appropriationwise, budgetwise 
cost money to keep them in the act. 

We just take the position that we do not know; we have not suffi- 
cient information to recommend it to you, sir. On the basis of the 
information we have, we cannot recommend it to be continued. 

The Cuarrman. Thank you very much. 

You may proceed. 

Mr. Coir. The savings clause for programed private defense hous- 
ing: The bill also contains a technical “savings provision” which is 
necessary to preserve clearly the legal obligations of builders of most 
ot the programed defense housing. In exchange for the special aids 
made available to them, including the waiver of credit controls, these 
builders agreed to hold defense housing for in-migrant defense work- 
ers and military personnel for stated periods and at specified rentals 
or prices. These agreements to use aided defense housing for defense 
purposes were made under authority of title VI of the Defense Pro- 
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duction Act, which, in section 603, contains express authority for their 
enforcement. That authority will expire at the end of this month 
and would not be continued under the technical wording of recent 
amendments to the act now in the committee of conference. The bill 
would, therefore, preserve those agreements. 

That is just a savings clause. 

I shall proceed, then, if there are no questions. 

The Cuamman. You may proceed. 

Mr. Core. Dissolution of Home Owners’ Loan Corporation: The 
members of your committee will recall that the Home Owners’ Loan 
Act of 1933 provided that the Board— 


shall proceed to liquidate the Corporation when its purposes have been accom- 
plished and shall pay any surplus or accumulated funds into the Treasury of 
the United States. 

Early in 1951 the Corporation completed the liquidation of all of 
its mortgages and real-estate contracts, and a surplus of about $14 
million was returned to the Treasury. The bill would provide for a 
termination of the corporate existence of the Corporation. ‘Time 
limits would be established for the filing of any further claims, and 
the necessary authority to execute legal documents would be trans- 
ferred to and vested in the Home Loan Bank Board. So that it would 
not be necessary to include such detail in the testimony presented to 
your committee, we have prepared and furnished to the members of 
your committee a detailed summary—exhibit A—of the provisions 
of this section of the bill. 

(The exhibit referred to follows :) 


ExHimit A 
EXPLANATION OF SECTION 13 OF 8. 2103 TO DISSOLVE HOME OWNERS’ LOAN CORPORATION 


Subsection (a) of this section would provide that the corporate existence of 
the HOLC shall terminate 180 days after the Home Loan Bank Board publishes 
a notice to that effect in the Federal Register. Such notice would have to ¢on- 
tain information as to the time for, and manner of, filing claims against the 
Corporation. Claims would be barred unless filed within 90 days of publica- 
tion of the notice, and suits on disallowed claims would be barred unless filed 
within 60 days of disallowance. 

Subsection (b) would provide that in the event any legal proceeding is com- 
menced against the Corporation before the date of its dissolution, the corporate 
existence of the Corporation would continue for the purpose of defending such 
proceeding, but for no other purpose, and would provide a method for service 
of process. This paragraph would facilitate the handling of any litigation 
instituted against the Corporation prior to its dissolution, 

Subsection (¢c) would provide that on the date of the dissolution of the 
Corporation : 


(1) Any interest of the Corporation in real estate shall be transferred 
to the United States (this would apply to cases where there may possibly 
still be some Corporation-owned property which, through errors in surveys 
or otherwise, has not been accounted for) ; 

(2) The Home Loan Bank Board shall have authority to sell and convey 
any such property for such cash consideration as it deems reasonable; and 

(3) All powers of the Corporation with respect to the execution of docu- 
ments affecting real estate or with respect to authorizing satisfactions of 
judgments shall be transferred to the Home Loan Bank Board. (This 
would provide a means for executing duplicate instruments, particularly 
mortgage releases. Record titles to many properties upon which the Cor- 
poration held mortgages are clouded by mortgage liens, releases of which 
were never recorded and have been lost by the former mortgagors. There 
is no feasible way to clear these titles by a blanket release. ) 
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Subsection (c) would also provide that the Home Loan Bank Board could 


transfer any of its functions under this subsection to another agency of the 
Federal Government, with the consent of that agency and the Bureau of the 


Budget. 

Under this subsection, all liens of the Corporation on account of judgments 
and : present claims of the Corporation arising out of its real-estate operations 
would be released, except judgments for mortgage debts already assigned by the 
Corporation. (During its operations the Corporation had set up on its books 


the amounts of deficiency and other judgments secured by it. Uncollected 
amounts due on these judgments and claims were charged off from time to time 
wher nvestigation reveal 1 that thev were uncollectible or that the cost of 
attempted collection would probably exceed the amount collectible. All uncol- 
lected judgments and claims had been so charged off prior to the liquidation of 


the Corporation. There have been referred to the General Accounting Office 
claims totaling approximately $277,000 for unpaid rentals and costs in eviction 
actions against tenants. The Corporation has a record of deficiency judgments 

aling approximately $670,000. Over a period of approximately 10 years prior 
to liquidation of the Corporation approximately $45,000 has been collected on 
these claims and judgments, most of it in the early years. Since the closing 
of the Corporation's office in May 1951, a total of $5,051 has been collected on 


i 
these judgments and claims. Many of the judgments are barred by statutes 
of limitations although some title examiners insist that they nevertheless con- 
stitute clouds on titles. ) 

Subsection (d) For the purpose of authorizing necessary appropriations to 
the agency carrying out any of these minor functions relating to the Corporation 
after its dissolution, this subsection would transfer the authority to appropriate 
with respect to such functions. 

Mr. Corr. I have been authorized by the Bureau of the Budget to 
advise that the enactment of this bill would be in accord with the 
program of the President. 

The CuarrmMan. Then, we gather that the President and the Bureau 
of the Budget have approved the bill. S. 2103 ? 

Mr. Coxe. Yes. 

The Cuarrman. Any questions? 

If not, we thank you very much, Mr. Cole and Mr. Hollyday,. and 
you other gentlemen. We appreciate your testimony. 

Mr. Core. Thank you very much. 

Mr. Houtiypay. Thank you. 

(The tabl 


es submitted DY Mr. Cole follow :) 


TABLE I Requirements for FHA mortgage insurance authorization (estimated 
through June 30, 1954) 


Fiscal year 1953 (July 1, 1952-June 30, 1953): Millions 
Authorization limit $20, 600. 0 
Charges against authorization, July 1, 1952: 

Insurance written or outstanding 3 J 15, 659. 5 
Commitments outstanding . 1, 925. ¢ 


Balance available for commitments, July 1, 1952 (including 
effects of allocations on Aug. 20, 1952) . ‘ 3, 014.9 
Recapture of authorization during year: 


Amortization and terminations of insured mortgages ‘ji 760.5 
» 


Expiration of outstanding commitments____ ion aah 1,152.2 
Total authorization available during year 
Commitments issued during year 


dit ore 4, 927. 


_— ; Sev 4, 233. £ 


ao 


Fiscal year 1954 (July 1, 1953-June 30, 1954) : 
Net prospective authorization available July 1, 1953 

Recapture of authorization during year: 
Amortization and terminations of insured mortgages > 782 .9 
Expiration of outstanding commitments 904, 0 
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TABLE I Re quirements for I ITA mortgage insurance authorization (estimated 
through June 30, 1954) Continued 


Fiscal year 1954 (July 1, 1953-—June 30, 1954 )—Continued Vil 8 
Authorization available for release by the President ; $450. 0 
Total authorization now prospective to June 30, 1954 2. 831. 0 
Prospe tive commitments to be issued during year 4, GO4. 4 


Prospective net requirements for additional authorization to 





June 30, 1954__- 1 730 4 
TasLe I1.—Treasury investment in FHA insurance funds 
lreasury investments to be repaid under 4 of the Net Treasurv soon tat intere t 
Housing Amendmet ‘ 1% bercent « perce 
t Ti} 1 to J 





Mutual mortgage insurance fund (sec, 20; to 4-f 








houses 
Establishment of fund $10, 000, 000 $3. 312. 160 $3. 785. 326 
Salaries and expenses paid 31, 994, 095 9, 606, 016 10, 978, 303 
otal, mutual mortgag 41. 994. 09 > GIR 176 14. 763. 629 
Housing insttrance fund ital hou 
ing): Salaries and expenses paid 4,170,024 1, 064, 825 1. 216. 943 
War housing insurance fund (title VI): Establishment of fund 5, 000, OO 1, O58, 854 1. 221. 547 
Military housing insurance fund (title VIII): Establishment 
of fund 5, 000, 000 391 O4 367.9 
lotal investments to be repaid - 56, 164, 119 15, 373. 798 17. 570. 054 


i The housing insurance fund was established by transfer of $1 million from earnings of the mutual mort- 
gage insurance fund 


TABLE IIT.—Prefab housing under sec. 102a, as of Apr. 80, 1953? 





In f dolla 
Statutory | i i Loan commitments 
Ou Undi Re 
1.1} j 4 
nd urs¢ AV Car bp U; “s a 
lo co ible I ] a |) 
bal mit und ( 1 urs¢ irs 
ce ments 
All borrower 15.0 0.7 6.0 s 4 0.3 | 60 24 
Active cases _-- 7 6.0 8.9 ) 28 6.0 2.1 
Aleutian Homes, Inc. LPH-7 0 4.2 { 0 0 42 0 
Alexander Construction Co 
LPH-4 } l 2.0 0 1.9 l 1.6 
LPH-8 6 f 0 f 0 


Nicoll Lumber Co. LPH-2 1 3 4 0 l 3 0 
Pemberton Lumber and Mill- 

work Industries, In¢ 

LPH-3 1 6 9 0 ; 6 2 
Rockland Development Co 

LPH-5 1 1 6 0 1 
Stony Brookvillage Co 

LPH-9 0 l l 0 0 | 0 


Inactive cases 0 0 5 3 0 


W. G. Best Factory-Built 
Homes, Inc., LPH-63 0 0 2 2 0 0 ) 
Plosser Building Co. LP H-1 4 0 0 , l , Vv 


! There are no reserves for losses under sec. 102a 

2 Less than $50,000 

3 Canceled 

4 Paid off in full. The original loan commitment was $325,000, however $69,882 of this amount wa 
canceled and $255,118 was disbusred. The total amount disbursed was repaid 
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TABLE IV.—Defense community facilities 


STATUS OF FUNDS, JUNE 11, 1953 


Total appropriation_- ‘ = $i ed a $20, 625, 000. 00 
Administration, 1953 $112, 500. 00 


Administration, 1954 oF dante eenlcloa aan _.. 115, 000. 00 


Interest (bonds purchased )_____-_-_-_~~- xa 4, 760. 18 
- - 232, 260.18 
Balance available for allotment ae <p acceeehidana ae 20, 392. 739. 82 


Allotments: 
Grants pAb detailer . SS 


as ania pein tal ace 


16, 455, 445. 35 
3, 577, 436. 00 
—_—— 20,082, 881. 35 


Balance available for allotment______- Bein 3 59, S58, 47 





RESCISSIONS PENDING IN ADMINISTRATOR'S OFFICE 
California 4-CF-12, Port Hueneme (amendment) recission of 8, 000. 00 
Virginia 44-CF—4, Hampton Roads Sanitation District (amend- 


76, 500. 00 


84, 500. 00 


ment) rescission of _ aces ial cy nia eae 


APPLICATION PENDING APPROVAL IN ADMINIS- 
TRATOR’S OFFICE 


Texas 41—CF-10, Weatherford (new allotment) .--.------ 46, 000. 00 


SUMMARY 
859, 858. 47 


Datence avesieie Det Bietment. oss oi cs tte dade ch 
Total rescissions_._......... aa i ara adie +84, 500. 00 
TI RIINID TIN a i scree cles est ehasen tas ee ems mac ae — 46, 000. 00 
Rane cS e... sci atateh Wari aledd OAR inca Laaicceciimntndsiwes ——— 398, 358. 47 


Total number of projects under construction contracts, 42. Amount, $9,614,015 
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TaBLe V.—Public defense housing (title III of Public Law 139) 


STATUS OF APPROPRIATED FUNDS MAY 61, 1953 
Appropriations ve __... $100, 000, 000 


Appropriated funds: 
Public Law 254 S ____ $25, 000, 000 
Public Law 375 = . 12,500, 000 
Public Law 547 : _ 50, 000, 000 


Total spbilinlaresictebaite ee 
Less administrative expense: 
Fiscal 1952_- nebo Sainlin did 375, 000 


ae 


Fiscal 1953__- : 3 etasiaia , 200, 130 
Fiscal 1954 ’ : 350, 000 


Total cleat _ ; one aon 4 1, 958, 735 
85, 541, 265 
Less assignments for defense housing : = 66, 861, 963 


Available for assignment__-—- ‘ \ ; 18, 679, 302 


Units assigned: 
Portable family dwellings eee 
Relocatables____- Picci ceadés _ 359 
Trailers___- ade “ oa Sets 8, 200 
Lanham re-use ; : ites 1, 488 


15, 108 


Units 


Status of programed housing: 
Initial occupancy 
Under contract, not occupied 
Project program approved, not under contract 





Total. _. 


Norte.— Excluding duplications. 











Area and Project 


ALABAMA 

“Camp Rucker 
Project ALA=1DL 
Project ALA~1D2 


ARIZONA 
uma 
Project ARIZ-1D1 
Project ARIZ-1D2 
Project ARIZ-2D1 


Flacetat? 


Project ARIZ-301 


CALIPORNLA 
varys 
Project CAL-1D1 
Solan> County 
Project CAL-2D1 
San Diego 
Froject CAL-301 
Project CAL<4Dl 
Project CAL=5D1 
Project CAL-4D1 
Project CAL-3D2 
Barstow 
Project CAL-7D1 
Project CAL-9D1 
Project CaL-7D2 
Project CaL-702 


Pleasanton-Livermore 


Project CAL-@Dl 
Project CAL<6Dl 
Twenty-nine Palms 
Project CAL-LOD1 
Project CaL-10D2 
Camp Roberts 
Project CAL-12D1 
Project CAL-13D1 
Project CAL-liDl 


ONNESTIC! 
Sas, 
Project CONN-1D1 
Project CONN-2D1 


Key west 

Project Fla-1Dl 
Greencove Springs 

Project Fla-2D1 
Mariana 

Project FLA-3D1 


“Yuba City 


Defense Activity 


Camp Rucker 
Camp Rucker (Site part prepared) 


Arwy Test Sts. (Struc. from Cal-4877) 
Army Test Sta. (Strus, from CAL-4390) 
Army Test Sta, (Site of ARI2-2337 and 

Strue, from CAL-L890) 


Navajo Ord,Depot (Struc, from CAL-4890) 53 


Beale Air Force Station 

Mare Island Navy Yard (CAL~u511) 
Camp Pendleton (Navy) 

USKAAS Miramar (Navy) 

USNTC Ellictt Annex 

Ream Field (Navy) 

Carp Pendleton (Navy) 

Marine Corps.Supply Depot 

Camp Irwin (Struc. from CaL-4877) 
Marine Corps Depot 

Carp Irwin (Struc. from CAL-4877) 


Parks Air Force Base 
Parks Air Force Base 


Marine Corps Station 
USMC Training Center 


Camp Roberts 


Camp Roberts 
Camp Roberts 


Elec, Scat Co.& USHSB(Site CONN-4018) 
Elec.Boat Cos; Pfiser & Co.; 
Naval and Coast Guard Forces 


aval activities 
U. S. Navy Station 


Air Force Base 


Camp Stewart 
Bainbridge AFB (From 04-912) 


Air Force Sase 
Calera Mining Co, 
de R. Simpict Co. 


Camp Atterbury 
Camp Atterbery 


PRR OB 


3S 


7 


100 
ko 


250 
65 
70 


650 


100 
250 


250 
100 


g 


175 


BS a 





STATUS AS OF MAY 31 


Actual 
Wo. of 
Type Units 
Temp. PFD 210 
Trailers 100 
Temp. PFD 100 
Temp. PFD 60 
Temp. PFD 40 
Temp. PFD 100 
Trailers 252 
Trailers - 
Trailers 250 
Trailers 57 
Trailers 70 
Trailers 7 
Trailers 650_a/ 
Trailers 58 
Temp. PFD 100 
Trailers 126 
Temp. PFD 100 
Trailers 258 
Temp. Reloc. 1 
Trailers 250 
Temp. Reloc,. 100 
Temp. PFD - 
Temp. PFD - 
Temp. PFD - 
Temp. PFD 200 
Texp. PFD 300 
Trailers 100 
Tretlers 60 
Trailers Reweill75 a/ 
Temp. Reloc, 258 


Rehabilitated 25 o/ 


Temp. PFD 4oo 
Texp. PFD 
Tex. PYD 


a 


Temp. PFD 190 
Temp. PFD - 


12-21-51 
12-21-51 


78-52 
9n1 6-52 
9-16-52 


9=16-52 


12-10-51 
4-21-5258 
12-10-51 
12-10-51 
12-10-51 
12-10-51 
12-31-52 
12-10-51 
78-52 
10~10=52 
9-16-52 


12-10-51 
L-l-52 


7-8-52 
10-3=52 


4-2-5} 


4-2-534 
4-2-530 


1-17-52 
9=16-52 


12-10-52 
12-21-51 
LB-53 


9-29-5208 
1n19-53 


12-10-51 


78-52 


12-21-51 
3-25-53* 





A 9-225 


Pe 


*e 
~ 
ywywyw 


>> > > 
TY 
BE & 


RE 


A 5-2-5% 
A 5-2-5 


A 7-16-5 
A 10-21- 


A 1-3]1- 
A 10-2 


A 1-22-! 
A 1-25- 


A bni5~ 


A 123! 
A 72h! 


A 1.1L 


TUS AS OF MAY 31, 1953 


Pro. Status 
Actual Date e Funds Gnobligat ed Unit ¢ 


No. of .—. oie Program Contract Initial Assigned Balance of Bass. 
Units Oo Selected td Awarded Oce Dede Allotment Reserve Alictaent Allotent 
Se ue see) —_—= aXe te 
$ 1,382,000 
210 12-21-Sl A 1-22-52 A 2-29-52 yn'9-S2 A 10-15-52 $ 986,0L1 $ 25,726 $ 70,507 $ L655 
100 12—21-51 A 1-22-52 A 2-29-52 yn29-52 A 9-85-52 370,233 - 127 Cr 3, 702 
1,174,108 
100 78-52 A 7-23-52 A 8-15-52 A 12-5-52 A 4-24-53 524,108 ~ 33,262 5,242 
60 Gn 16-52 A 925-52 A 11-52 A 2-20-53 S 7-12-53 312,000 - 22,482 92d 
LO F~L6-52 A 9-25-52 A 11-12-52 A 2420-53 $ 7-12-53 208,000 130,000 10,700 5,200 
520, 00c 
100 Fm16-52 A 9n22-52 0 A Uel%53— A 5-53 S 10-12-53 470,568 49,432 77,219 4,706 
887,500 
252 12-10-5L A 1-16-52 A 3-25-52 618-52 A 10-15-52 887,500 - 1,3m9 3,522 
2,300 y 
io 4-21-52 Project Cancelled 2,300>/ eo 
3,902,700 32, 500a/2,275,000 a/ 14,200 a/ 
250 12-10-51 A 521-52 A 6-6-52 A 8-14-52 A 1-2-53 833,294 7,525 6,994 3,333 
57 12-10-51 A 2-8-52 A 3-26-52 A 7-11-52 A 1-5-53 241,957 793 1,322 49245 
70 12-10-51 A 845-5 A B-li-S2 A 9=9-52 A 1-5-53 271,090 7,035 1,992 3,873 
57 12-10-51 A 3=5~52 43-25-52 A 7-11-52 A 12-1-52 233,357 49 ok9 09% 
650 af = 12-31-52 A H29-52 A 5-28-53 SH 1E-83 ss §_ 11-30-53 - - = - 
1,871, 500 
- 12-10-51 A 61052 H1HS2 a 352 A Bel 9e52 . 217,000 > s,260 3,672 
100 78-52 A 7-31-52 A 9nl2-520 A 1-24-52 Ss 6-30-53 465,000 - 32,426 »66C 
126 lO=10=52 A 10-22-52 A 36-53 A 5-13-53 S 9-23-53 538, 500 - 523,999 4,37 
100 9-16-52 A 1006-520 A 2220-53 A L-13-53 S$ 9~22-53 4 495,075 154,925 58,065 9951 
94, SOO 
258 12-10-51 A Sa2=52 A Gel1-S2 A BH2BS2 210-53 ‘ 887, 500 “ 3,389 3,950 
1 UeleS2 A 5-252 A Sah-52 A 5-17-52 A 5-13-52 . 7,000 - - 7,000 
1,837,500 
250 T=B-S2_ A TalG=S20 A GeSeS2 0k TOS S 7-15-53 ae 887, 500 " 26,008 3,876 
100 10-3952 A 10-21-52 A 2eky-53 S 6-16-53 S 12-15-53 950,000 - Ph2, 900 § , 500 
2,000 b 
. 4-253 Project Cancelled en " “ “ 
- u-2-53# Project Cancelled ( 2,000b/ - 1,064 = 
- 4-2-530 Project Cancelled ( ° - = 
2,990,000 
200 1-17-52 A le31-5S2 A 36-52 A 4-852 A 1-9-53 1,021,730 18,270 n, 306 5, Olas 
300 9—16-52 A 10-24-52 A 11-10-52 A 12-17-52 S 3-53 1,666,445 83,555 112,296 6,222 
370,200 
100 12-10-51 A 1-22-52 A 5-68.52 A 10.26.52 A b-}-53 on 370,200 10,830 3,702 
000 
60 12-21-SL A 1-25-52 A HU SZ AH AESZ sk Dad SV ' 219,000 ‘ 2,763 3,650 
621,250 8,750 a/ 612,500 »/ 8,750 a/ 
175 a/ byB-53 To be Cancelled - ~ - - 
2,452,500 
258 P2952 A GHlS-S2 4 12-10-52 A 2420-5) 8 7-12-53 2,386, 886 65,6 11,57 9,252 
90,000 1,250 a/ 88,750 o/ 1,250 a/ 
25 of 119-53 Operations Suspended - ~ : 
2,160,000 
koo 12-10-51 A 123-52 A 310-52 A 7-31-52 A 2-16-53 me 2,160,000 - $3,232 5,400 
000 
ao 
7S 78-52 A 7-2leS2 A 3-21-52 10-10-52 5 690-53 =i 505 ,000 - 2,77 6,767 
000 
, 
16 7=22=S2 Operations Suspended 19,000 - 1,72 738 
1,004, 000 
190 12-21-51 A lelLL-S2 A 1-29-52 A 2-29-52 A 5-23-52 1,002,000 ~ 2,2% S,27h 
- 3-25-53# Project Cancelled 2,00 bf = 2h2 - 


34951 O 53 (Face p. 46) N« 








Area ami Project 


KANSAS 
Salina 
Project KAN-LDl 
Topeka 
Project KAN-1D1 
Project KaN-S5D1 





Wichita 
Project KAN-2D1 


Repair Pool 
Hut chinsen 


t KANe3D1 





“Tarp Ureckinridge 
Project KY=1D1 
Project K¥=291 


Pro‘sct LA-1D2 

Pro‘ect LA-3D1 
Lake Charles 

Project Li-201 


MAINE 
Satomi 3 
rresque Isle 
Pro sect ME-1D1 


Lins stone 
Profect MZ-2)1 
roject ME-3D1 

Srunswick 


Project 4i-bD1 





Project NO-LD 
Indianhead 
Project ‘De-231 


IGAN 

s3e Isle 
Project NICH-1D1 
Project MICH-2D1 





MISSTSSIFPI 


Assignments 
Assign. ‘lo, 


Defense Activity No. Units Type 

Smoky Hill A.F.8,(From KAN-1h051) 86 & Rehab, 

Forbes Air Force Base 3 250 Trailers 
Forbes Air Force Base 

(From Flood Disaster Project) 96 160 Trailers Reused 


Boeing, Beech Cessna; Sallow 
Aircraft Co, & Wichita A.F.3, 25 
Wichita 25 


xO Trailers Reused 
Trailers repair 


Naval Air Station 83 100 
(From Flood Disaster Project) 


Trailers Reused 


ui iport-2iloxi-Pascagoula 


rrofect MISS-121 


we 


NIsoval 
rort veonard Wood 
Project 4O-1D1 
Project NO-2D1 
knob-Loster 


’ 








WORTH CAROLTNA 
“Tarp lejeun 
Project 8C-1D1 
Protect NC-3D1 
Protect NC.1D2 
Cherry Point 
Project NC-2D1 
Elisabeth 
Project N a 


Camp Breckinridge a lio Temp, PFD 
Camp Breckinridge 60-76 30 Temp, PFD 
Camp Polk 22 190 Temp, PFD 
Camp Polk 26 120 Trailers 
Camp Polk 28 160 Trailers 
Air Force Base 23 250 Trailers 
Air Force Base 2 xO Temp, PFD 
Air Force Base ¥-97 - Temp. PFD 
Air Force Base 38-97 - Temp. Reloc, 
Naval Air Base 77 50 Trailers 
Naval Training Station pI & Trailers 
Naval Training Station $1 50 Trailers 
Naval Powder Factory & 

Ordnance Laboratory 62 3 Temp. PFD 
Navel Air Sta.(From MICH-¥-20338 37 120 Rehab, 
Naval Air Station M-93 - Temp, Reloc, 
Ingalls Shipbuilding Corp. 61 200 Trailers Reused 
(From Flood Disaster Project) 

Fort Leonard Wood 2 350 Trailers 
Fort Leonard Wood 62.89 420 Temp, PFD 
Sedalia Air Force Base 92 x Temp, Reloc, 
Naval Ammunition Depot 42 100 Term, Reloc, 
Camp Lejeune (Marine) u 200 Trailers 
Cam Lejeune (Camp Geiger) 63 90c—séTradlers 
Camp Lejeune (Camp fox) 63 250 Trailers 
Marine Corps dir Station nu 60 Trailers 

Naval Air Facility & COStation 8 372 Rehab, 


(From NC- 31083) 


Actual 
No, of 
Units 


266 
160 a/ 


100 


no” 
430 


209 
172 


247 


275 


bs 


42 
300 


m2 
910 


Date 
Assigned 


_to PRA 


10-2 -52 
12-10-51 
2-20-53» 


1-17-52 





Pp 
ee "Fro ect 
Site Pro zranm 


Selected ‘d 
TA: ctua 


A 10-20-52 A 12-12 
1-18-52 A 2-1h- 


> 


os 


1-23-53 A 2-1-5 


A 2-7-52 A 2-28. 


79 trailers on hand April 28 


10-9252 


7-7252 
10-7=52% 


12-21-51 
1-2h-52 
1-2h-S2 


1-74-52 


12-10-51 


2-2-5 
2-2-5 3% 


10-7-52 


12-10-51 
86-52 


10-9..52 


6-2-52 
1-215> 


9-16-52 


12-21-51 
L-b-52° 


1-15-53 


1-21-52 


12-10-51 
9=1be52 
9-16-52 


12-10-51 


10-9-52 


A 10-30-52 A 12-9] 


A 6-14-52 A 9-15. 

Operat 
2-1-52 A 2-15- 
2-29-52 A h-25- 
2-29-52 A h-25- 
1-15-52 A %1h- 


Pe 


om 


A 210-52 A }-11- 


Project 
Protect 


A 12-5-52 A L-26- 


12-17-51 A 3l1- 
9-11-52 A 12-3 


>> 


A 10-86-52 A 10-1) 


> 


6-2-52 A 6-2- 


Pro ject 


A 1-18-52 A 2-1 
A 10-3-52 A 12-31 


A 7-30-52 A 9~15- 


& 1-18-52 A 3-19. 
A L1-1b-52 A L-9-' 
A 11-1h-52 A L-10. 
A1-N-52 A 3-3 


A 12-1-52 A 12-2 


Date 


Project Status 


ec 
aes Site Pro zran Contract Initial 
to Selected ‘ad Awarded Oc 
niiionens ‘ies <> Tat tie - > ik 
10-0-52 A 10-20-52 A 12-12-52 A 1-26.53 A 4-1-53 
12-10-Sl A 1-18-52 A 2-14-52 A 3-7-52 A 7-1-52 
2-20-53" A 1-23-53 A 2-1-53 A 21-53 A 2-1-53 
1-17-52 A 2-7-52 A 2-28.52 A 4-852 A 6-19-52 
79 trailers on hand April 28, after delivery to Ohio 301 
10-9252 A 10-30-52 A 12-31-52 A 1-27-53 8 6-15-53 
7-752 A 8-14-52 A 9.15.52 A 10.7-52 A 5-86-53 
10-7-52% 
Operations Suspended 
12-21-51 A 2-1-52 A 2-15-52 A 3-26-52 A 9-25-52 
1-2h-52 A 2-29-52 A h-25-52 A 5-16-52 A 9-22-52 
1-2h-52 A 2-29-52 A h-25-52 A 5-16-52 A 10.852 
1-7-52 A 1-15-52 A %1h-52 A 3-31-52 A 10-2.52 
12-10-51 A 210-52 A 3-11-52 A 4-72-52 A 9-16-52 
2-2-5 % Project Cancelled 
2-2-5 3% Project Cancelled 
10-7-52 A 12-5-52 A l-26-53 S 6-15-53 $ 8-10-53 
12-10-51 A 12-17-51 A 311-52 A 3-26-52 A 84-52 
R-6-52 A 9-11-52 A 12-3-52 A 3-10-52 S$ 7-15-53 
10-9.52 A 10-8-52 A 10-11-52 A 10-13-52 A 11-15-52 
6-2-52 A 62-52 A 6-2-52 A 6-2-52 A 622-52 
1-21-5> Project Cancelled 
9-16-52 To be cancelled 
12-21-51 A 1-18-52 A 2-1h-52 A 3-13-52 a 4-23-52 
L-b-5S2e A 10-3-52 A 12-71-52 A 2-11-52 8 1-53 
1-15-53 To be cancelled 
[21-52 A 7-30-52 A 9~15-S2 A 2-12-53 S 6-30-53 
12-10-S1 A 1-18-52 A 3-19-52 a b-11-52 A 6-13-52 
QelbeS2 A U-lh-52 A -9-53 A 5-6-53 S 10~7~53 
G-16-S2 A «11-21-52 A L-10-53 A 5-10-53 8 17-53 
12-10-51 41-01-52 A 3-35-52 A h-1b-S2 A 6-20-52 
10-9-52 A 12-1-52 A 12-21-52 A 1-26-53 8S 6-30-53 


Funds 
Assigred 
by OA, 


$ 115,L20 


925,100 
893,897 


355,000 


3,4h3, 300 


1,982,000 
887,500 


1,745,000 


40,000 


177,500 
419,47 
20,000 
26 000 


710 ,QO0 


4030, 500 
2,850,000 

950,000 
4»889,797 


219, 703 


395 ,000 


Allct meant 


115,20 
909,100 


318,658 
575,239 


2h9 , 690 


648 , 300 
2,506,099 


988 , 000 
407,806 
586 ,19h 


887,500 


1,695,000 
20,000, 
20;,0006/ 


177,500 


213,000 
206,L 7h 


18,182 


25,000 
1, 0000/ 


292,59 


1,300, 500 
2,b89,885 
2,762,925 


935,000 


710,297 
3,356,065 
822,678 
79,703 


326 , 808 


105, 310 


288, 901 


1,816 


417, L70 


2h0 ,115 
87,075 


78,192 


34951 O- 


Unob ligated Unit Cost 
Balance of Based on 
—Allotrant Allotment 
$ 
bhy706 $ 1,92h 
27,118 5 ,A18 
3,90 Cr - 
35,615 1,062 
224,089 - 
68,226 2,497 
4,018 5,892 
63,777 5,528 
57,866 4,72 
13,123 3,498 
33,560 3,08 
22,655 3,593 
12,614 6,154 
7250 + 
12,063 - 
173,902 4,671 
22 3,672 
18,348 4,129 
Bh §,061 
~ 206 
1,000 - 
285,630 1,63 
45,191 3335 
196,512 5,928 
2p ThbyL55 9,20 
hop 32 9,390 
7,202 3,35 
166,222 3,668 
49,938 3,428 
644 3,h33 
43,686 1,%7 
53 (Face p. 46) No. 2 








Area _and Project 


rs 


rortsmouth-Chillicothe 


Project OHIO-1D1 
Project OHIO-2D1 
Project OHIO-2D2 


PENNSYLVANTA 





Gap 
“ll 


vi} sport 
r ewe 


Aq 


REDDE ISLAND 
Project aI-1Dl 
Project RI-2D1 


TEXAS 
“dneral Wells 
Project TEX-LD1 
Kingsville 
Project TEX-2D1 


Eondo 
Project TiXx-3Dl 





Cay rickstt 
fect YA-LD1 
ct VA-2D1 
Project Ya-CDl 
Danigren 
Project VA-11D1 
Norfolx-Fortsrouth 
Project 







Ja=3D1 
eject VA-u01 





Project Ya-701 

Project Ya-9Ni 

Newport News 
Project VA-SD1 
Project ¥i-5D2 
Project 


‘A-1l2m 
Va-13D1 
VA-1001 





va-601 


WASHINGTON 
‘rerertoa 
Project “ASH-lDl 
Hanford 
Project WASH-3D1 
Project WASH-302 
itidoey Island 
Project #:SH-2D1 


WISCONSIN 
ara200 
Project WISC-LDl 
Project WISC-201 
UNDISTRI3UTED COSTS 


FACTORY INSPECTION OF TRAILERS 


Reserve for assignments which have not reached 


Project Program Stage 


Assignments Actual 
Defense Activity Assign. No. No, of 
Ko. Unite Type Units 
Atomic Energy Comm. (Waverly) BL 250 Temp. PFD 250 
Atomic Energy Comm. (Piketon) Bu 150 Temp. PFD 150a/ 
Atomic Energy Comm. 101 350 ‘Trailers Reused 350a/ 
Military Reservation 43-64 - Temp. PFD - 
Aveo Corp., Beth.Steel & Sylvania 70-95 - Temp. PFD - 
Naval Installations ug 100 «Trailers 100 
Naval Installations 65 200 Trailers 200 
Wolters Air Force Base 33 90 «« Trailers luo 
Naval Air Station lb-52 150 Trailers Reused 143 
(From Flood Disaster Project) 
Texas Aviation Industries 72 100 Tem. PFD 13 
carp Pickett 21 210 Temp. PFD 238 
Camp Pickett (Site part. prepered) 21 100 (‘Trailers 100 
Camp Pickett 66-79 250 Temp. PFD 250 
Naval Proving Ground 75 © Temp. Reloc, - 
Naval Installations (Site of VA-4183) 7 213 Temp. PFD 241 
Naval Installations (From VA—4h250) 29 225 Rehab, 226 
Naval Installations (Prom VA-4h2);) 32 2h Rehab, 2k 
Naval Installations 67 25 ‘Trailers 25e/ 
Ship Bldg.& Drydock Co.(Site VA-l,067) 27 400 Trailers 400 
Ship Hldg.& Drydock Co. 71 400 Trailers 400 
Naval Mine Depot (From VA=4i331) 87 119 —- Rehab. 120 
Cheatham Annex 87 50 Trailers 50 
Navel Mine Depot 87 30 «sz Trailers 30 
Marine Corps School 16 100 Trailers 87 
Naval Ammo. Depot & Torpedo Station 3 120 «—Trailers 120 
Camp Hanford 68 - Tesp. PFD = 
Camp Hanford 68 100 Temp. Reloc. 100 
Naval Air Station us 200 Trailers 200 
Badger Ord. Works (From WISC-¥¥-47031) 30 US2 Rehab. L51 
Badger Ord. Works (From WISC-¥-17185) 30 140 ‘Rehab, 1a 
Sub-Totals 15,203 Gas 
TOTAL so ne 


¥, Initul $50 per unit assignment alictunats will later be transferred to the project allotments. 


ew 


Projects cancelled and money | beld 


* Indicates a revision to the original assignment. 


i for obligations incurred before caacellat‘cna. 
Allotzest for cancellation cf V4 LI-D-] to be reflected in June fiscal eccounts. 


Date 
to PRA 
10-10-52 


10-10-52 
48-53 


12-16-52 
1-29-52 


7-16-52 
9-16-52 


3-20-52 
9-12-52* 


9-29-52 


12-21-51 
12-21-51 
10-7-52# 


5-13-53" 


12-10-51 
1-16-52 
3-10-52 
9-16-52 
1-17-52 
9-29-52 
12-5-52e 
12-5-52* 
12-5-525 


12-21-51 


12-10-51 
> 


9-15-52 
9-16-52 


7-852 


1-2h-52 
10-952 








Site 


A 12-2h~ 
A 2-6-53 
A &-21-5, 


Project | 


Project ( 


A 7-25-53 
A 10-3-53 


A 5-12-52 
A 88-52 


A 10-21-5 


A 2-86-52 
A 2-68-52 
A 11-18-5 
Project G 
A 3-27-52 
A 3-12-52 
A 3-12-52 
To be Can 
h 36-52 
4 3-13-53 
A 12-2-52 
A 5-1-53 


A 3-1h-52 


A 1-30-52 


Project C: 
A 10-22-5; 


A 7-22-52 


A 1<2h-52 
A 10-9=52 


Project Status 


val Date Unobligated Unit Cost 
= —— i no Program Contract Initial Assigned ag of Based = 
its ° elect. App'd Awarded 0c ty 0.4. Allotment Reserve Allotment Allo’ 
ss OE Olt Teal; 8: Se) —_— ee ee 
$ 3,842,500 $ 17,500 9/82,015,4522/ 5 7,150 ¢/ - 
250 10-10-52 A 12-24,~-52 A 2-12-53 A 4-14-53 S 8-20-53 1,734,547 : 152,017 6,936 
150a/ 10-10-52 A 2-653 S 6-15-53 S &19%53 S$ 11-15-53 - 75,000 @/ - 13,711 - 
350af 0 8-53 A &-21-53 S 615-53 SS 619-53 5 8-15-53 - = - e - 
17,500 b/ 
- 12-16-52" Project Cancelled 17, 500b/ - 14,274 ° 
2,000 b/ = 
- 1-29-52 Project Cancelled y 2,000b/ 455 @ 
1,215,000 
100 7-16-52 A 7-25-52 A 8-86-52 A 10-86-52 kA 2-26-53 412,000 - 4,922 4,120 
200 9-16-52 A 10-3-52 A 11-28-52 4 3-10-53 5S 6-30-53 803,000 - £0,125 4,015 
19,500 15,924 
110 3-20-52 A 5-12-52 A 6~5~52 A IMA A 12-3-52 39,500 - 2,905 
355,000 
143 9-12-52e a 88-52 A 8-26-52 A 9-30-52 A 2-14-53 ' 229,633 125,367 99,127 1,606 
650,000 
113 9-29-52 A 10-21-52 A 12-10-52) A 3-12-53 8 7-20-53 645,900 4,100 78,360 6,459 
3,068 , 000 
238 12-21-51 = A 2-86-52 A b-§-52 A -22-52 A 8-26-52 1,103,271 7,903 4,636 
100 12-21-51 =A 2-68-52 A l-9-52 A lw22-52 A 6-22-52 339,729 - 1,312 3,347 
250 10-7-52# A 11-18-52 A 2-20-53 A 3-26-53 S$ 8-15-53 onal 236,780 40,152 5,553 
4,525 
- 5-13-53" Project Cancelled by 525 - 54. s/ 9,500 
1,930,853 15, 73, 750a/ 12,867 2/ - 
241 12-10-51 = A 3-27-52 A 4-16-52 A 5-16-52 A 10-24-52 1,059, 34 4,693 245372 4,395 
226 1-16-52 A 3-12-52 A b-1L-52 A 5-6-52 A 9-19-52 641,292 30,6811 8,353 2,672 
2h 3-10-52 A 3-12-52 A 5-12-52 A 5-12-52 A 9-19-52 103,016 2,977 10 Cr 4,121 
2Se/ = 916-52 To be Cancelled - - 60,028 Cr - 
3,897,500 - 
,00 1-17-52 A 3-6-52 A &-2-52 A &-18-52 a 7-28-52 1,261,144 158,836 10,257 3,153 
,00 9-29-52 A 10-26-52 A 11-28-52 A 12-11-52 A 5-19-53 1,420,000 - 145,007 3,550 
120 12-5-52% A 3-13-53 A 5-8~53 S 61%53 S 10-15-53 686,470 45,840 653,144 5,721 
50 12-5-52e A 12-2~52 A 1-2-53 42-11-53 8S 6-15-53 186, 354 4, Uhl 10,356 ® 3,727 
30 12-5-52% A 5-1-53 A 5-8~53 S 619-53 S 10-22-53 5 134,395 - 56,372 4 peeO 
357,000 
87 12-21-51 A 3-1h-52 A 4-16-52 A 6-2-52 A 10-17-52 356,834 166 1,30 4,102 
426,000 
120 12-10-51 = A 1-30-52 A 2-19-52 A i-16-52) A 7-10-52 a 359,752 66,249 12,229 2,998 
> 000 
- 9-15-52 Project Cancelled : 10,000 p/ 120 
L00 9-15-52 A 10-22-52 A 12-19-52 A3-11-53 8 10-19-53 921,800 18,200 25,251 9,218 
768 ,000 
200 78-52 A 7-22-52 A 8-752 — h W19H2_ ak 4-30-53 ' 760,000 8,000 6,3% 3,800 
898,236 
E51 1-252 A 1-2h-52 A 1-2h-52 0 A A-2h-52_s A 1-24-52 70,940 272,296 42,370 157 
16. 109-52 A 10-9-52 A 12-15-52) A b-lh-53_—s 88s 8-15-53 555,000 —_ a“ 39469 
30 
10,000 = 10,000 aN 
ita: “ae 
aT} 06,785,063 58,907,992 7,877,871 8,873,326 4,316 
535 5,08).453 Sisal Gr _Aée2i7.- 3,30 
183 3B, 765,063 63,989,445 2,796,418 8,917,573 4,215 
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AS HOUSING ACT AMENDMENTS OF 1953 
The CuHarrMan. Our next witnesses this morning were to be Mr. 


Coogan, Director of the Armed Forces Housing Agency, Department 
of Defense, and Mr. Robert H. Richards, Deputy Secretary for Family 
Housing, Department of the Air Force. 

Gentleman, how long do you think it might take you / 

Mr. Ricuarps. About 7 or 8 minutes, Mr. Chairman. 

The CuHarMan. Suppose you come up then, gentlemen. 


STATEMENT OF THOMAS P. COOGAN, ASSISTANT TO THE SECRE- 
TARY OF DEFENSE FOR HOUSING AND DIRECTOR OF THE ARMED 
FORCES HOUSING AGENCY 


Mr. Coogan. Mr. Chairman and gentlemen, I appreciate the Op- 
portunity to appear before your committee to discuss the milits ry 
interest in family housing as it is affected by the provisions of 5. 2103. 

My statement will be brief inasmuch as the Air Force representa- 
tive will supply the committee with the details of the military hous- 
ing problem from the operating standpoint. 

The De poe nt of Defense is primarily concerned with those sec- 
tions of the bill pertaining to titles VIII, LX, and ITI of the National 
Housing Act, as amended. 

Title VIII is today the major vehicle for producing permanent 
family housing for the Armed Forces; the Department of Defense 
strongly favors its extension. 

However, I do not want to leave the impression with this commit- 
tee that title VIII is the complete answer to military family housing 
needs. We still have very serious housing problems at inst: allations 
that are not of a permanent nature, and hence are not eligible under 
title VIII. 

It is noted that the bill provides for only a 1-year extension of 
title VIII. Due to the fact th at a large number of ‘proposed projects 
are in a planning and development stage and there is an inherent 
time delay in processing such projects, consideration should be given 
to a 2-year extension in order to utilize title VIIT to the maximum 
extent. 

To date a large portion of title III funds, appropriated to the 
Public Housing Administration, has been made available for use at 
military establishments. In view of the substantial military require- 
ments for temporary housing at both permanent and nonpermanent 
installations and the small amount of appropriated funds made avail- 
able in recent years, there continues to be an urgent necessity for 
trailers, demountable or relocatable housing at many installations. 
It is therefore recommeded that the bill be amended to make the De- 
partment of Defense eligible, in addition to the Atomic Energy Com- 
mission, for temporary housing under title ITT. = 

The defense housing program under title LX has provided an addi- 
tional source of housing for the Armed Forces and the authority to 
program should be continued for another year. , 

The Federal National Mortgage Association is, of course, neces- 
sary to assist in the financing of title VIII and IX programs. The 
Department of Defense favors its extension as contained in the bill. 


ht 
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I will be happy to answer any questions which the committee may 
have. 

The Cuatrrman. Mr. Coogan, what do you mean oo you say the 
defense housing program under title IX has provided an additional 
source of housing for the Armed Forces and doela be catia 

Mr. Coogan. We would like to have the program continued for an- 
other year, Senator, because it is impossible to determine just where 
the need is going to occur; that is, the ability to provide housing in 
the civilian economy, suitable for assimilation in the economy at such 
times as the station mav not need ieee 

The Cuamman. Otherwise, vou approve the bill ? 

Mr. Cooaan. Yes, sir 

The ma eeraN. Thank you very much, Mr. Coogan. 

We will ive consideration to your suggestions, and I am inclined 
fo agree W 7 veenecthe denn 


You may proceed, Mr. Richar« ls. 


STATEMENT OF ROBERT H. RICHARDS, DEPUTY FOR FAMILY 
HOUSING, OFFICE OF THE UNDER SECRETARY OF THE AIR 
FORCE 


Mr. Rierarps. My name is Robert H. Richards, Deputy for Family 
Housing, Office ot the U nder eecreti ily of the Air Force. | have a 
prepared statement which I will be gl: ad to read and then answer any 
questions W hich the committee may have, 

On behalf of the Department of Defense, I wish to express my ap 
pree lt it] 4 for this Op me tun L\ to appear before your committee to 


present the Department’s views on 8. 2103. Th e military departments 
have a very special interest in this leo) lation due to 1ts direct rela- 


tion hip to the Department’ ibility tO ret in experienced pers sonnel. 

The extension of title TIT of the National Housing Act. which 
appears as section 5 of this bill, would continue for the military 
departments the existing authority through which permanent fam ily 
housing can be provided for their personnel. It is worthy of note at 
this point that neither the Army, the Navy nor the Air Force has a 
significant amount of funds in the military public works programs for 
family housing purpose 

It may be stated for ul & yractical purposes that the Wherry Act is 
the only method now available to the military departments to obtain 
housing for families of militar personnel, This act has contributed 
more to the stability and welfare of the military personnel of the de- 
partments than any other similar measure pertaining to the provision 
of housing that has been adopted by the Congress. 

The departments have under consideration projects totaling 8,108 


units. In addition, there is presently P rogramed 11,229 units which, 
it is anticipated, will all be committ ed June 30,1955. These units 
will be spread throughout the ee Seda some as increases to 
existing projects ; others at new locations. In this connection, the fol- 


lowing tabulation shows the gross Department requirements for hous- 
ing for the three military departments: 
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Public quarters 





Requirement ks SS ae ae oe en 
Available or funded: 
Permanent » a ictbsinsion ake wi-cornis uae ee ee 
Temporary dace siecle mcsesleenhon 71, 675 
Temporary title III biked ; inheehetrcadiniah caidhabtp oe 11, 611 
Wherry computed or certified_____ ; ctheslaineiatias Sicihetietaldigteksah decal «8, 1 
Total available 7 a nd Be cae scotia a 461 
Deficit , ; ip tee tee, ee 
Wherry housing: 
Pending wcities epee ~ Sacdhciimeanie 8, 108 
Programed ‘ P ae Sette, aun See 


The Cuarrman. Now you say that the requirements of the military 
are 671.900 units ¢ 

Mr. Ricuarps. That is right, sir. That is based upon requirements 
generated by personnel who are entitled to quarters allowances under 
permanent legislation. 

The CuarrmMan. That is nearly 700,000 units. If the average family 
is four, that would be 2,800,000 people. 

Your deficit is 470,000 units ? 

Mr. Ricuarps. Units, yes, sir. 

This does not take into consideration any units provided by com- 
munity support, which is at this time somewhat of an unknown 
factor. 

The CuarrmMan. You may proceed. 

Mr. ma HaRDs. It will be noted that there is a vast difference be- 
tween the gross requirement, the total available from all sources, and 
the remaining deficit. We know that many organizations and indi- 
viduals believe that the Wherry Act has been used more extensively 
than these figures demonstrate, however, with all the assistance of 
the Wherry program it must be realized that the military must still 
rely principally upon adjacent communities for family housing. 

It is equally significant to note the number of temporary units 
which are currently in existence. A great many of these units are 
of such temporary construction and have reached such an age that 
they are approaching a point where it is no longer ec “onomically feas- 
ible to continue maintenance. 

Wherry units are being actively developed in consonance with the 
military public works program. As you know, housing projects must 
be precisely timed so that occupancy will be assured upon completion. 
We have in no case built the housing before an installation has been 
actually occupied. We have experienced an average of about 13 
months between the initial programing of housing under the act and 
the start of construction. 

If the committee desires we are prepared to cite examples of the 
time element involved. In this connection the Department of De- 
fense concurs in the extension for 1 year as it appears in the bill, 
realizing that you are aware of the fact that many of the planned 
ogre ts will probably not reach the legal commitment stage by June 

, 1954. The stability in planning would be greatly aided if section 
5 were amended to extend the authority for 2 years or until July 1, 
1955 
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The Department also concurs in the proposed extension of title 
IX of the National Housing Act for an additional year. 

Section 7, which extends FNMA, has the full support of the mili- 
tary departments. Experience with the program has demonstrated 
that this authority is necessary as a companion provision to the ex- 
tension of title VIII. 

No specific recommendations are made relative to the remainder 
of S. 2103 due to the fact that the provisions do not relate directly to 
the Defense Department’s program. 

The Bureau of the Budget has approved this statement. 

The CHaArrMan. Any questions / 

Well, I do not think I have any questions. I am inclined to agree 
with you on 2 years, in that respect, but I do not know what the com- 
mittee would think. 

If there are no further questions, then we will now stand in recess 
until 2 o’clock, at which time we will meet in the Old Supreme Court 
room in the Capitol; that is P-63, for the purpose of holding public 
hearings on the nomination of Charles E. Slusser, to be Public Hous 
ing Commissioner. 

Then we will meet in this room at 10 o’clock tomorrow morning for 
further hearings on the housing legislation. Our witnesses will be 
the National Association of Home Builders, William J. Levitt, and the 
Mortgage Bankers Association. 

We will now recess until 2 o’clock, at which time we will meet in the 
Old Supreme Court room, and then again at 10 o’clock in the morning. 

(Whereupon, at 12:20 p. m., the committee recessed to reconvene at 
2 p.m., the same day.) 
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TUESDAY, JUNE 16, 1953 


UnNIrep STates SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met pursuant to notice, at 10:05 a. m.. in room 301, 
Senate Office Building, Senator Homer E. Capehart (chairman) 
presiding. 

Present: Senators Capehart, Bennett, Bush, Payne, Goldwater, 
Sparkman, and Douglas. , 

The Cuamman. The committee will please come to order. 

Our first witness will be Mr. Spiegel, president of the National 
Association of Home Builders. 

Mr. Spiegel, you have a prepared statement, I believe ? 

Mr. Sprecen. I have; yes, sir. 

The CHamMan. I presume you would like to read it? 

Mr. Sprecet. I would, ves, please. 

The CHarrMan. Suppose you proceed then, in your own way. 


STATEMENT OF E. M. SPIEGEL, PRESIDENT, ACCOMPANIED BY 
RICHARD G. HUGHES, FIRST VICE PRESIDENT, AND HERBERT S. 
COLTON, COUNSEL, NATIONAL ASSOCIATION OF HOME BUILDERS 


Mr. Sprecet. My name is Emanuel M. Spiegel. I am an active 
home builder, operating in the State of New Jersey. I make this 
statement to you as the president of the National Association of Home 
suilders, which, as you may know, is the trade association of the pri 
vate home building industry. Our membership now exceeds 26.000, 
grouped in affiliated local associations in 210 communities. It has 
been estimated that our members build approximately 80 percent of 
all residential housing in urban areas of the country. 

I shall be as brief as I can, realizing the demands on your time. 

We support the prov isions of S. 2103. However, the most signifi 
cant impact of this bill upon the home-buying public and consequently 
upon the national economy occurs not from what is contained in it but 
from its omission of provisions to adjust the FHA existing statutory 
downpayment requirements. 

Before World War II a $6,000 house. then considered the upper 
limit of “low cost” housing, could be bought under FHA financing for 
a 10-percent downpayment, or $600. ‘Today a comparable house can- 
not be produced for less than $12,000 to $15,000 on which the FHA- 
required downpayment is a minimum of 20 percent or $2,400 to $3,000. 

In other words, while prices and wages have approximately dou- 
bled, the required downpayment has been increased 4 to 5 times. 


03 
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Because of the proper preoccupation of Government and the home- 
building industry with the needs of veterans, adjustment of these 
percentages to meet credit requirements of the nonveteran purchaser 
of modest means has been neglected. The upward movement of prices 
has been recognized in the FHA statute only to a slight extent of 
minor adjustments in the very lowest-price ranges. The present slid- 
ing scale of maximum mortgage percentages still regards $7,000 as 
the upper limit of the low-cost field and $11,000 as the upper limit 
of what might be described as mid lle- priced housing. These limits 
are completely out of line with today’s prices of la oe and material. 
Present downp: iyment requirements are beyond the reach of 5 out of 
5 potential home buyers, as ae by a survey we have recently made. 
We would agree, however, that the change should not be made at 
a time when home building “4 running at such a high level that there 

is danger that lowering downpayments would unduly expand pro- 
duction or increase the demand for mortgage credit. But we are 
convinced that this will not happen. 

We are convinced that lower downpayments are essential to hold 
the present level of production—not to increase it. The volume of 
produc tion ap propr late toa prosperous economy—cur rently estimated 
at a million units per year—cannot be long continued under the present 
downpayment requirements. 

Home building, as all industry, must give serious consideration to 
increasing indications that the conditions of the past several years 
may not continue. We must be particularly sensitive to this possi- 
bility because of the long-range planning required in our industry. 
The rate of residential building in 1954 and 1955 is being determined 
by what happens today. Builders, manufacturers of material, and 
lenders will make their plans for next year in the light of their esti- 
mates of next spring’s demand for homes. They are keenly aware 
of the fact that deferment of a decision on the adjustment of FHA 
downpayments will mean that legislation will not be attainable before 
next year this time, regardless of what happens to the market mean- 
while. If delayed until then, legislation cannot possibly be effective 
until late 1954 or 1955. 

Home building is traditionally a business of sharp cyclical swings. 
If, during the next year, economic conditions should be such as to 
start it on a serious downturn, it would not easily be reversed. 

The well-being of the home-building industry is so important to 
the national economy that this cannot be allowed to happen. In 1952 
the industry directly accounted for over $11 billion of production in 
the national economy and indirectly for another estimated $234 billion 
in land and developmental activity and in many related items— 
including such things as new fur niture, household equipment and fur- 
nishings, radios, and television sets—which are usu: illy acquired when 
a new home is bought. 

Statistics of home-building starts serve as a record of what has 
happened. They do not predict what is about to happen, until too 
late for effective remedy. It is significant that Bureau of Labor 
figures on starts for the months of May show a contraseasonal decline 
for that month—the month at which builders usually are at peak pro- 
duction. All sections of the country, except New England, shared 
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in the decline. This is the first time since the end of the war that 
May starts have dropped below those for April. 

I would like to point out, Mr. Chairman, that we have just con- 
ducted a telegraphic survey of our membership throughout the coun- 
try, and we have been receiving wires and reports since last Friday, 
which indicate the results of this questionnaire and indicate also very 
clearly that the starts are declining; that this mortgage situation, for 
example, has caused many builders to hold up on their projects, and 
many of them plan to lay off labor and so on. 

The Cuamman. Do you want to place those in the record ? 

Mr. Sprecen. I could place some of them in the record, and sort of 
give you a brief summary. 

The Caiman. Without objection, you may place in the record 
whatever statistics you have on that particular subj ject, and any wires 
or letters you have, that will be helpful to us in bringing out the 
facts. 

Mr. Sp 1eGEL. I will be very happy to do that, Mr. Chairman. 

The ¢ ‘HAIRMAN. ¥ Ou may doth: at as soon as possi ib le. 

Mr. Sprecen. Mr. Chairman, also, there are representative home 
builders here from various parts of the country, and if you care to ask 
them anything I am sure they would be happy to report to you. 

Failure to adjust the FHA downpayment schedule at this time 
would seem to us to be taking an unwarranted gamble with the future. 
If the trend should continue downward, the consequenses of failure 
to provide remedial measures at this time would have grave repercus- 
sions on the home-building industry and on the economy for which 
home building is one of the main props. 

We therefore strongly urge enactment at this time of amendments 
to the National Housing Act, (1) to provide lower downpayments on 
FHA loans, and (2) to permit the 30-year term to apply on loans up 
to $10,800, while allowing administrative discretion to refrain from 
use of such revised terms until circumstances require. 

Mr. Chairman, we have attached to this statement, a copy of 
proposed amendment, which I would like to give at this time. 

We recommend the amendment of section 203 of the National Hous- 
ing Act, as amended, by adding at the end thereof the following: 

(g) Notwithstanding the provisions of subsection (b) of this section 203, if 
the President shall determine it to be desirable in order to maintain a stable 
economy, a mortgage shall be eligible for insurance under this section if the 
original principal obligation thereof does not exceed an amount equal to the 
sum of (i) 95 per centum of $8,000 of the appraised value and (ii) 80 per centum 
of such value in excess of $8,000 and not in excess of $15,000 and (iii) 60 per 
centum of such value in excess of 15,000, or an amount equal to 80 per centum 
of the appraised value, whichever is the greater. Any such mortgage which does 
not exceed $10,800 may have a maturity not to exceed 30 years. 

Now, we have a formula, on the page before that, page 8, which we 
have given considerable thought to. We have had some very serious 
studies, and it is our firm conviction that this proposed FHA formula 
which we have here is a fair and reasonable formula in view of the 
present conditions. 

We have a $12,000 valuation figure, and coming up with a sugges- 
tion of a $10,800 mortgage, which would require a 10- percent down- 
payment of $1,200, whereas, the statute at present requires a $2,400 
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downpayment at that figure. The jump, as you will note, from an 
$8,000 valuation to this $1 


12,000 or $15,000, is rather sharp. 
(The proposed FHA formula referred to follows :) 


P wosed FHA form ila 


The maximum mortgage shall not be in excess of 95 percent of the first $8,000 
ort va plus SO percent on the next $7,000 of value, plus 60 percent of the 


Py 1 
Down- Mortgage Dow 
payments unt payments 
$ $650 . w $400 
$ S } &, 40) 600 
S 5 1, 200 SOU 
¢ 1, 000 
. d, GOL 2, 400 }, 800 1, 200 
> +O 2, 600 11, 600 1, 400 
~ 2 800 12, 400 1, 600 
‘ OO 3, 200 1, 800 
$ si 3, 20 13, 800 2, 200 
$ lL OO s, 400 14, 400 2, 600 
d1S 14,4 OO l VOW) 3, 000 
> ( , SOK 15, 600 3, 400 
o- 4 OOF 16, 200 3, 800 


Senator Busn. What effect does your suggestion have on lower 


rice houses ¢ 
} 


Mr. Sriecer. It would be shown in this proposed amendment. 

For example, an $8,000 valuation. We would receive a $7,600 
mortgage there, Senator, which would require a $400 downpayment. 

At 89,000, the payment would be $600. 

At $10,000, the payment would be $800. 

Senator Busu. How much does that change the downpayment? 

Mr. Srrecer. At the present time, the downpayment on an $8,000 
valuation is 8650, so that it would be a differential there of $250, if our 
suygvestion were followed. 

l think that this table ve ry clearly indicates what is suggested. 

senator Bi su. Yes, it does. } 

Senator Doueias. Mr. Chairman, may I ask Mr. Spiegel a ques- 
tion at this point ( 

The CuainmMan. Senator Douglas. 

Senator Dovetas. I take it you are somewhat afraid that a reces- 
sion 1s coming, ora depression, is that not true ¢ 

Mr. Sprecen. We have no cry stal ball, of course, Senator. 

Senator Doveras. But that is what you are afraid of, apparently. 

Mr. Srrecen. I would say so. 

Senator Dovenas. If this recession or depression comes, many of the 
people who buy houses will lose their jobs and will have their income 
largely cut off. Do you think it is safe for us to encourage them to 


make large capital investments at a time when their income is likely 
to shrink / Are we being YOO stewards of their interests / 
Mr. Srrecen. May I point out, Senator, that under the proposed 


schedule which we have suggested here, the downpayment would be 
lower. and the monthly carrvinge charges also would be lower, on the 


¢ 


basis of extending the term. 
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What we have considered here is the effect on the lower income 
groups. I think that by and large our entire effort has been mainly 


in the direction of providing hous o for veterans since the war, and 
that he have sadly neglected that large middle-income or low-income 


group of modest wage earners, who are nonveterans and have not been 
afforded the opportunity that the veterans have of buying homes at 
low downpayments. Their incomes are more thai sufficient to meet 
their monthly obligations under these terms, but they have not been 
able to acquire or save the required dow npayment over t he period since 
the war years. 

Senator Dovenas. Are you proposing a longer period of amor- 
tization / 

Mr. Sprecen. Only in the lower brackets, up to $10,800. 

Senator Doueias. What extension do you propose there ¢ 

Mr. Sptecen.. From 25 to 30 years. 

The Cuamman. That makes the monthly payments about the same, 
with the lower downpayments, about the same as they are now 4 

Mr. Sprrecet. That is correct, Senator. In some cases, depending 
upon the local tax situation, they might be less. 

The CHatrmMan. In other words, at a lower maturity, the monthly 
payments are about the same, or less # 

Mr. Sprecer. That is correct. 

Senator Doveras. Do you use that to offset the increase in the 
interest rate ? 

Mr. Srrecen. That was not our purpose in setting up this schedule, 
Senator, because, as a matter of fact, this proposed se ‘hedule of down- 
payments was set up many months ago, and we did not at that time 
contemplate any rise in the increased interest rate. What we had been 
emphasizing was the need for providing homes for those people who 
are not veterans, who have heretofore been required to accumulate 
savings of $2,500 to $3,000 with which to buy a reasonably priced 
house. They have just not been able to do that. 

We have conducted a survey among 1,500 of our builder members, 
which indicates very « learly that 3 out of every 5 nonveteran proposed 
buyers are unable to buy these homes, despite the fact that their 
incomes are sufficient to carry them, simply because thye have not had 
the required down payment. 

We have evidence of that, and I would be very happy to offer that 
for the record, Mr. Chairman. 

Three out of every 5 nonveteran families who tried to purchase 
new homes on Govenrment-insured mortgages during the past 6 
months were unable to buy because the required down payments were 
too high. 

This is the result shown by a nationwide survey conducted last 
month by the National Association of Home Builders among 1,500 
leading builders in 46 States and the District of Columbia to deter- 
mine whether the present down payments set by the Federal Housing 
Administration are within reach of nonveterans home buyers par- 
ticularly in the middle and lower income brackets. 

A total of 1,440 reported that they were having difficulty, rang- 
ing from mail to eritical, finding buyers with enough cash sav- 
ings to make the necessary down payment. Their replies showed 
that an average of slightly over 60 percent of all prospective buyers 
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were turned away during the 6-month period because of too high 
down payments, although their family incomes were more than 
adequate to cover the monthly carrying charges on a new home. 

Only 60 percent reported no di flicu ilty with down payments 

On a regional basis, the survey indicated that the down payment 
squeeze was greatest in the Far West, where builders reported that 66 
percent of their customers were unable to meet the FHA down pay- 
ment. The situation was easiest in the Northeast, with an average of 
slightly less than 52 percent. 

The following tabulation shows the proportion of } rospective home 
buyers in each of the 6 major areas of the United States reported un- 
able to meet the FILA down payment requirements—all prospects 
listed in the survey reported adequate income to pay the monthly 
carrying charges on the homes they inspected. 





Number of Nur 
Area reporting nable Area reporting 
builders to make builders to make 
iown- down- 
1yment payment 
I 22 65.8 South 110 | 61.5 
M ta tat 50 64.3 Midwest 505 | 60.5 
Southeast 140 62 Northeast 240 | 1.8 
Southwest 175 62. 0 National average 60.0 


On a State-by-State basis, West Virginia had the highest propor- 
tion of prospective home buyers turned away because the down-pay- 
ment requirements were too high, 78 percent, followed by Al: ibama 
and Utah with 74 percent each, although only a relatively few builders 
were covered by the survey in those States. More representative State 
returns showed the squeeze tightest in California, with 67 percent of 
prospective buyers unable to make the down payments, Washington 
with 66 percent, and Oklahoma and Wisconsin with 65 percent each. 

Percentage of would-be buyers barred from homeownership by the 
high FHA down payments, as reported by builders in here States 
included: Arizona, 44 percent; Arkansas, 52 percent; Colorado, 65 
percent ; Delaware, 50 percent; Florida, 58 percent; Georgia, 66 per- 
cent; Idaho, 48 percent; Illinois, 54 percent; Indiana, 56 percent; 
Towa, 59 percent ; Kansas, 62 percent ; Kentucky, 60 percent ; Louisiana, 
67.5 percent ; Maine, 20 percent; Maryland, 58 percent; Massac husetts, 
60 percent; Michigan, 56 percent ; Minnesota, 62 percent; Mississippi, 
66 percent ; Missouri, 59 percent; Montana, 60 percent; Nebraska, 56 
percent; New Hampshire, 42 percent; New Mexico, 51 percent; New 
Jersey, 50 percent; New York, 44.3 percent; North Carolina, 57 per- 
cent; North Dakota, 60 percent ; Ohio, 61 percent; Oregon, 54 percent ; 
Pennsylvania, 58 percent; Rhode Island, 52 percent; South Carolina, 
60 percent; South Dakota, 65 percent ; Tennessee, 59 percent; Texas, 
63 percent ; Vi irginia, 60 percent; Wyoming, 37 percent. 

Of 20 major metropolitan centers covered by the NAHB survey, 
Salt Lake City, Utah, reported the highest proportion of would-be 
buyers who lacked the necessary cash for the FHA down payment, 
77 percent, followed by W eiinaton, D. C., and Dallas, Tex., 75 per- 
cent, and Houston, Tex., 73 percent. 
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The New York metropolitan area showed the smallest proportion 
of prospective homeowners unable to meet the down-payment require- 
ment, 41 percent. Cleveland, Ohio, was next at 48 percent, and Chi- 
cago third at 53 percent. 

Returns from other major cities included : San Francisco, 72 percent 
unable to make down payment; New Orleans, 69 percent; Memphis, 
68 percent; Los Angeles and Oklahoma City, 65 percent each; Minne- 
apolis-St. Paul and Seattle, 63 percent each; Miami, Fla., and Mil- 
waukee, Wis., 62 percent each: Denver, Colo., 58 percent ; Detroit, 57 
percent; and St. Louis, 54 percent. 

The most frequently voiced complaint from the reporting builders 
was that FHA valuations on their homes were far below current mar- 
ket. levels, because the appraisals were based on out-of-date cost stand- 
ards used by the agency. Asa result, the builders say, down-payment 
requirements in many cases are boosted even further beyond the aver- 
age family’s reach. 

For example, if FHA appraisers set an arbitrary value of $12,000 
on a $14,000 home, the downpayment becomes $4,400 instead of the 
$2,800 that would be required if the house were appraised at its true 
market value. 

Here are typical comments from builders covered by the survey: 
Pittsburg, Calif. 

My chief trouble is that FHA appraisals run about $12,000 for a house I must 
sell for $15,000. Ninety percent of my prospects can’t meet the downpayment. 
Whittier, Calif. 

FHA appraisal section should be revamped to get valuations up to date. 
Twin Falls, Idaho 

The present FHA rules are driving us into the higher priced field, since it 
is a lot easier to get $4,000 down on a $18,000 house than it is to get $2,400 on 
a $12,000 house. In this area it is almost impossible to build a livab.e 3-bedroom 
house for less than $12,000 to $14,000. 

Longview, Wash. 

If the downpayments aren’t lowered, there won't be an FHA market here in 

another year. 
Kirkwood, Mo. 

If FHA doesn’t change its policy it may as well fold up. 
Peoria Heights, Ill. 

My remarks cannot be put on a United States postcard. 
Wichita, Kans. 

Why not a program for FHA buyers to compare with the veterans’ program? 
Traverse City, Mich. 

The downpayment scale has forced families who need 3-bedroom homes to 
buy 2-bedroom homes, 

Benton Harbor, Mich. 

Local FHA conditions are critical. We have to turn away daily a minimum 
of two families who have $600 to $1,200 in cash for the downpayment. With 
a new aircraft plant opening in our area, housing is becoming acute. 

Kansas City, Mo. 

Ninety-five percent of our prospects are turned away for lack of downpayment 
cash. We are building $12,000 homes just a few minutes away from two new 
war plants, but workers simply cannot meet the required downpayments. 
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\ Louis. Mo 
Seventy-five percent of prospects in our price bracket—$12,000 to $13,000 
have an average of $1,000 to $1,500 for downpayments, which is not enough to 


qualify them for FHA loans 


High downpayments have been the biggest obstacle to people who require 
housil as a necessity, not a luxury. 


Wauaatosa, Wis 


We have repeatedly turned away prospects who had from $1,000 to $2,000 for 


downpayments, because FHA required more cash. 


The middle-income man who wants a $12,000 to $15,000 home is out of luck, 


nless he Sa veteran 


It is extremely disheartening to those who, through no fault of their own, 
were unable to serve in our Armed Forces and now find themselves unable to buy 


homes because of high downpayments. 


Nacramento, (¢ alif. 


Most of the prospects we have to turn down because they lack cash for the 
downpayment are nonveterans. Being a little older and with established fami- 
they consideration than they are getting under the 





entitled to more 


FHA program, 
Baltimore, Mad 


FHA dow1 ayiments are tar excess of e proportionate increase in costs 


since 1941 
Seattle. Wash. 


Until FHA downpayments are reduced to about 10 percent on a $12,000 house 
15,000 house, our people can’t buy under the FHA program. 





A large number hrifty people with $1,000 to $1,500 in cash for downpayments 


hough they are fully qualified to carry monthly payments 





Kerrville, Tew 


Buyers are being forced to buy old houses or new homes which are too small 


for their large families 
Galveston, T¢ 

We have in the Galveston County area alone 3,000 prospective buyers who 
would buy new homes if FHA downpayments were lower. 
Dallas, Tex 

Many persons with excellent incomes must live in apartments because with 
present high taxes and living costs they cannot accumulate the necessary down- 
payments 





Columbus, Ohio 


¢ 


Most of the prospects we have to turn away are paying higher rents than 
their monthly home payments would be. 


Denve r, Colo, 


Demand is very good for new homes, but most of the prospective customers 


lack sufficient funds for the downpayments. 


7 


i 


in In, \ br. 


While we realize there is need for larger houses with more bedrooms, we must 


build small, 2-bed 


Holden, Mass 


room houses because the downpayment is lower. 


Ninety percent of our nonveteran prospects have been turned away because 
f the downpayment, but only 10 percent of our veteran prospects are unable to 


buy for that reason. I can’t see why any discrimination should be made. 
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Riverdale, N. J. 

Buyers cannot save the required amount with the current high cost of living. 
It’s double hard on white-collar workers. 

Newington, Conn, 

The present FHA program is antiquated ; past records prove that a small down- 
payment has been successful. 
Bethpage, Long Island 

With a relaxation of FHA downpayments, more homes will be bought, and 
those families who can do so will put down more than the minimum requirement. 
Yazoo, Miss. 

The small towns are in sad shape. Ninety-nine percent of our prospects are 
turned away because they lack cash for the high FHA downpayments. 

The Cuarrman. What you are recommending is that we give the 
President the standby authority to reduce down payments if and 
when, in his opinion, it is in the best interests of the country? 

Mr. Sprecen. That is correct. 

The Cuarrman. You are not asking it to be done at the moment, but 
only if and when the President feels it is in the best interests of the 
country to do it ? 

Mr. Srerecet. That is correct, Senator. 

For the same reasons, we also urge that language be included in 
the bill to adjust the limits on FHA title I, section 8, under which 
private industry provides homes in the lowest price brackets. The 
National Housing Act presently provides a statutory limitation of 
$4.750, which will finance a $5,000 house, which is, of course, an im- 
possibly low figure in today’s market. We suggest that it be raised 
to $5,700 which will provide for a $6,000 house. 

As to what is in the bill, the most important provision, in our opin- 
ion, is section 6. This provides for certain amendments to the Na- 
tional Housing Act with respect to operations of FNMA. Under 
these amendments, FNMA could operate the so-called one-for-one 
plan on a workable basis. It is our considered opinion that this de- 
vice would go far toward stabilizing the present mortgage market. 
It would restore FNMA to its original function as a backstop to the 
market for use only in those areas where there is a temporary short- 
age of private funds. At the same time, it would accomplish a sub- 
stantial reduction in FNMA’s existing portfolio at the best terms for 
the Government and, in fact, at terms somewhat above the actual 
market price for its portfolio. Vast areas of our country are not ade- 
quately supplied with local lending capital and must import mort- 
gage money from the large centers of capital. FNMA, properly op- 
erated, is necessary for that purpose. 

As the committee knows, under the “one-for-one” plan, FNMA 
would issue a “purchase receipt” covering purchase from it of a 
stated dollar amount of mortgages. The purchase receipt would qual- 
ify the purchaser to sell to FNMA, within 1 year, an equivalent 
amount of FHA or VA mortgages under such regulations as FNMA 
might prescribe. This plan has been in effect on an experimental 
basis and has met with considerable success. It has not developed 
its full potential because of the statutory limitations which presently 
restrict sales to FNMA to 50 percent of a seller’s VA originations and 
25 percent of FHA originations since a certain base date, and which 
prevent FNMA from committing itself to accept mortgages eligible 
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at the time of issuance of the purchase receipt. We believe the 
amendments would have a healthy effect on the mortgage market and 
would also be in the best interest of the Government. W hile tending 
to stabilize the market, it would enable FNMA to upgrade its port- 
folio on a highly favorable basis by exchanging its holdings for loans 
bearing the present 414-percent ri ite, 

It should be borne in mind that the “one-for-one” operation does 
not involve any appropriated funds. It simply grants permission to 
FNMA to revolve its existing mortgage holdings. We feel, therefore, 
that it is unnecessary to impose the $200 million limitation established 
in section 6. The purpose of the “one-for-one” pl in is to create a 
climate of stability required for mortgage lending. If the plan works 
at all, $200 million will prove so low a limit as to create the very condi- 
tions of spasmodic operation which it is the purpose ot this section 
toavoid. We feel that the “one-for-one” plan will prove so desirable 
in the interest of upgrading FNMA’s port folio at a profit and thus 
offsetting its present paper loss, that the entire fund should be per- 
mitted to revolve as rapidly as the mortgage market will permit. 
However, if the Congress desires to reserve the opportunity of taking 
a second look at this program after a testing period, we suggest the 
limit be not less than $500 million. 

While I am before you, 1 would like to take a few minutes to bring 
to your atte ntion the efforts we in the National Association of Home 
Builders have been devoting to the future of our industry and its role 
as an important factor in the national economy. A committee of the 
leaders of the industry devoted many months of thought to the devel- 
opment of what we call our six-point program. Briefly, this com- 
prehensive program is desione d to— 

(1) Improve the mortgage market ; 

(2) Provide the ne ‘essary tools for continued high productivity 
of hous o, incluc ling hot only revision of f down payments and the 
other items I have suggested but also our suggestions for rental hous- 
ing and for 2-to 4-family structures, and adjustment on mortgage 
percentages on sale of exist ing homes: 

(3) Make effective what we call the trade-in housing program; 

(4) Provide for the new conditioning of existing owner- occupied 
and rental properties by revision of section 207 by a new section 9 
ot totle l. and by consideration of the so-called open-end mortgage. 

(5) Provide for the rehabilitation of slums through the enforce 
ment of n unicipal health, sanitation, and building codes: and 

(6) Provide for slum clearance and urban redevelopment. 

Mr. Chairman, we have copies of this “six-point” program, which 
1 am offering for the record, and sufficient copies will be made avail- 
able. 

The Cuarmman. Without objection, it will be placed in the record, 

(The document referred to follows:) 


NATIONAL ASSOCIATION OF HOME BUILDERS COMPREHENSIVE Srx-Porn1 
HovusiInG PROGRAM 


What's the best way to house 160 million Americans? Up to now, no one per- 
son, no one group has come up with the answer. The organized home building 
industry, however, is channeling all its knowledge, energies, and resources into a 
bold new approach to the national housing problem. 
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A six-point crusade to house all Americans, with special emphasis on America’s 
“forgotten families,” has been set in motion by the 26,000 members of the 
National Association of Home Builders. 

If this challenging program, as outlined in this booklet, is to succeed, coopera- 
tion will be needed from the Congress, lenders and mortgage bankers, city offi 
cials, and an aroused citizenry. 

We ask you to approach this complex problem with sympathetic understand 
ing. Housing means peonle. We anxiously plead for your earnest cooperation to 
the end that this “housing crusade” will end in success. 


POINT I. A SOUND MORTGAGE MARKET 


Fur more than most industries, home building depends upon credit for its ex- 
istence. It takes more than $18 billion (B) worth of credit to finance all the 
new and old homes that are bought in this country each year—about as much 
as the United States Government spent in all the years from the founding of 
the Republic to 1930. 

If that credit flow is cut off or reduced substantially, the effects are felt 
swiftly all the way down the line from the builder to the buyer. The would-be 
homeowner is closed out of the market because he can’t borrow the money he 
needs to finance his house; the builder is forced to curtail or halt his construe- 
tion; building suppliers, furniture manufacturers and the hundred of allied 
industries whose products go into the home slow down their production lines. 
A vicious spiral of unemployment and lowered business activity, spreading 
through the whole national economy, is the inevitable result. 

Home builders as well as buyers are opposed to unnecessarily high interest 
rates. The builder doesn't get the interest payments. His only concern is that 
the rate is sufficient to encourage lenders to invest their money in home mort 
gages. If the rate is too high, the buyer goes on strike and the builder is out 
of business. If it is too low, the lender puts his capital into Government bonds 
or some other type of investment, and the builder, again, is out of business 

For example, in the early months of 1953, many thousands of veterans were 
unable to buy homes because the 4 percent interest rate on GI home mortgages 
was far too low to attract investors. Banks, insurance companies, savings and 
loan associations and other lenders who normally invest in those mortgages 
couldn’t make enough on GI home loans to pay a reasonable return to their own 
depositors and stockholders. So they made other investments that offered a 
bigger yield. Nonveterans were caught in a similar squeeze on mortgages insured 
by the Federal Housing Administration, and the home building industry was 
very close to a major shutdown when VA and FHA finally raised their interest 
rates in May. The cost of the higher rates to home buyers was very small—less 
than $3 a month on a $10,000, 25-year GI mortgage—but it averted a collapse 
that would have made it impossible for many families to get the homes they 
desperately needed 





To prevent another such crisis, the Government’s housing agencies must recog 
nize that credit is a vital commodity, like coal or potatoes, whose value is deter 
mined by the law of supply and demand. Their policy should be to maintain 
flexib'e interest rate that can be raised or lowered as conditions warrant. 

Put even with a flexible interest rate, emergencies could arise that would make 
it difficult or impossible for people in one part of the country, or even in one 
city, to get proper mortgage credit. A sudden spurt in building in one area, for 
example, might use up all the available credit and create a temporary shortage 

To meet such local, temporary crises, the Government some years ago estab 


at 


lished the Federal National Mortgage Association, popularly known as Fannie 
May. This Association has authorized to buy as much as $2,750,000,000 (B) worth 
of VA and FHA mortgages from the original mortgage holders, within certain 
limits based on the seller’s total mortgage holdings. Thus, when a bank or sav 
ings and loan association temporarily ran out of funds for home loans, it could 
sell to Fannie May some of the mortgages in its portfolio and reinvest the money 
in new mortgages. Fannie May, in turn, would hold the mortgages for several 
months or years and then sell them to insurance companies or other large in 
vestors. Theoretically, that forms a revolving fund and insures a satisfactory 
tlow of housing credit at all times. 

But it isn’t working very satisfactory that way, because Fannie May at 
present is not allowed to buy back more than half of a lending firm’s GI mort 
gages or one-fourth of its FHA loans. Thus, a bank would have to make at 
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least $2 million worth of GI mortgages before it could sell $1 million worth to 
Fannie May. Beyond this, Fannie May has a high inventory of 4-percent GI 
loans which it cannot readily sell since the interest rates were increased. 

To correct this situation, the Congress is being urged to allow Fannie May 
to institute a “one-for-one” plan whereby investors will be encouraged to buy 
from the agency's portfolio. Here is the way it would work: Fannie May would 
be authorized to forego portfolio percentage requirements and sell its holdings 
at perhaps 2 points above the market * * * at the same time it would give the 
purchaser a firm contract agreeing to buy from such purchaser a like amount of 
new mortgages at par at any time within perhaps a year. This firm agreement 
would assist the puchaser in obtaining his interim financing and thus be worth 
the premium he had to pay in buying from Fannie May. By providing an in- 
centive for the purchase of its loans held in portfolio, Fannie May would revolve 
thus providing a true secondary market and assist in stabilizing the market for 
mortgages. 


POINT II. NEW LEGISLATIVE TOOLS TO AID IN BUILDING 1 MILLION NEW HOMES PER YEAR 


The biggest casualty of the post-Korean inflation has been the savings of the 
middle-class families who represent the real mass buying power of the American 
economy. And nowhere is this more evident than in the field of housing. 

Where credit facilities for such consumer goods as automobiles, refrigerators, 
and washing machines are tailored to the needs and incomes of this mass mar- 
ket, the financial problems under our changed economic conditions involved in 
buying a home have been largely ignored in the Federal Housing Administration’s 
program for nonveterans. 

Although the program originally was set up to make home ownership easier 
for middle-income families, FHA’s downpayment pattern has fallen so far be- 
hind the times that it actually has the opposite effect. Between high taxes and 
rising living costs, relatively few families today have been able to lay aside 
enough cash to meet the high FHA downpayment requirements. As a result, they 
must continue living in homes that do not fit their needs or pay rent, often cost- 
ing more than the monthly carrying charges would be on a new house. 

A recent survey by the National Association of Home Builders showed that 
B of every 5 families who tried to buy new homes in the 6 months through 
March 31, 1953, were unable to do so because they couldn’t meet the required 
downpayment. 

On a $12,000 mortgage, for example, FHA required a downpayment of at 
least $2,400. Many families have ample incomes to meet the monthly cost of 
such a home, but the FHA downpayment is far beyond their reach. 

Those downpayments can and should be reduced substantially to open up home 
ownership to the millions of families who want and need better housing. The 
Nation’s home builders have proposed a new sliding scale of FHA downpayments 
fitted to existing conditions. Under that scale, a buyer would have to put up 
$1,200 cash on a $12,000 mortgage, $600 on $9,000, and $1,800 on a $15,000 loan. 

A second step to help house this middle-income group is a stretchout of the re- 
payment period on FHA loans from the present 25-year maximum to 30 years. 
That would reduce the monthly carrying charges on a home and make it easier 
for a working family to buy. 

Principal and interest payments on a 25-year, 5-percent mortgage, for instance, 
would cost $5.89 per $1,000 of the loan value. If the loan were extended to 30 
years, the monthly costs would be only $5.38 per $1,000. 

Those two changes in the mortgage pattern are urgently needed to insure con- 
tinued production of at least 1 million new homes a year—the bare minimum 
which must be built for the next 10 years to meet the demands of our growing 
population and to insure a healthy home-building industry capable of playing 
its part as the backbone of our American economy. 

As the biggest segment of our country’s No. 1 industry—construction—home 
building is essential to our national prosperity. It employs more than 1 million 
workers directly in on-site construction and hundreds of thousands of other men 
and women share indirectly in its payrolls through employment in the allied in- 
dustries that turn out building supplies, household appliances, furniture, and 
other products for the home. Home building has been the biggest single factor 
contributing to our postwar prosperity, and a letdown might well touch off a 
nationwide business recession with unpredictable effects on the lives of all 
Americans. 
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POINT III. THE TRADE-IN HOUSE 


A pioneering automobile man years ago put America on wheels with one 
bright idea—the trade-in. Today, more than 43 million passenger cars are on 
the road, every one a potential trade-in on next year’s new models. 

Now the idea has spread to housing. Within a very short time, it may be 
possible for a homeowner to trade in his old house just as easily as he turns in 
the family car. 

The big stumbling block at present is that there are no adequate tools to 
handle the financing problems involved in trading old homes for new. But the 
Nation’s organized builders have offered a number of proposed solutions to the 
Government and they are ready to start trading in substantial volume as Wash- 
ington gives the word. Right now, they could handle an estimated 250,000 
trade-ins a vear if the financing tools were available. 

The trade-in plan is a double-barreled one. It offers a quick, convenient way 
for families who have outgrown their present homes to obtain bigger, better 
quarters. And it opens up good, used housing to lower income families who 
can't afford new homes. 

Instead of just hanging a “For rent” or “For sale” sign on the old house 
he takes in trade, the builder “new conditions” it from top to bottom before 
he puts it back on the market. Given a coat of paint, modern plumbing, new 
flooring, and perhaps an extra bedroom, an old house takes on a new look and 
many added years of useful life. That helps to preserve our national housing 
inventory against the inroads of blight and decay. 

Before any large-scale trading can start, however, the Government must 
liberalize its present Federal Housing Administration procedures so that the 
buyer and builder will be able to get the financing they need. 

Here’s how a typical trade-in would work, for example, under the FHA 
procedure suggested by the building industry: 

A family decides that it has outgrown the 2-bedroom home it bought im- 
mediately after World War II and wants to buy a new 3-bedroom house priced 
at $15,000. The old house carries a $5,000 FHA mortgage. 

At the builder’s request, FHA inspects the old home and puts an appraisal 
value of $10,000 on it, provided a number of repairs and improvements are 
made, including possibly the addition of a carport, repainting inside and out, 
replacement of the wartime plumbing, and other changes. 

The builder estimates those improvements will cost $2,000, setting the trade- 
in value of the old home at $8,000. After deducting the $5,000 still owed on the 
original mortgage, the buyer has a $3,000 equity in his home, which he uses as 
the down payment on the new $15,000 house. 

After the buyer moves into his new home, the builder “new conditions” the 
old house and puts it back on the market with an FHA-financing commitment 
that will enable him to resell or rent it readily. 


POINT IV. NEW CONDITIONING OF EXISTING OW NER-OCCUPIED AND RENTAL HOUSING 


The real wealth of the United States lies as much in the 50 million homes 
and apartment units that house its people as in the farms and factories that 
supply them. Yet this vast national asset, conservatively valued at more than 
$300 billion, is being eaten away by a blight that can turn pleasant communities 
into slums within a generation. 

For lack of a coat of paint, a new roof, new plumbing, or other essential main- 
tenance, tens of thousands of sound homes each year fall victims to this blight. 
Eventually, they degenerate into slums. 

In some cases, their owners are indifferent, concerned only with the immedi- 
ate return on their property. But far more often, maintenance is neglected 
because the homeowner can’t raise the money needed to put his house back into 
good, livable condition. 

In either event, the entire Nation suffers every time a good house is blighted. 

Our priceless inventory of housing must be maintained if we are to halt 
the march of blight and provide decent, low-cost homes for the great bulk of 
our people. And that can only be done if the Government revises its present 
financing machinery to make modernization and new-conditioning of existing 
homes practical for the average family. 

The Federal Housing Administration can start the ball rolling simply by 
making available for home repairs financing aids similar to those now applied 
to new construction, 
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lor example, a property owner who wants to modernize his home at present can 
obtain an FHA-insured loan under the so-called title I provision of the National 
Housing Act But the most he can borrow under that title is $2,500 and he 
must repay the money in 3 years. Few homeowners can afford to make ex- 
tensive repairs on those terms. But they could and would if the borrowing limit 
were raised to $3,500 and if they were given 10 years to repay the loan. 

In similar fashion, owners of apartment buildings could be encouraged to make 
large-scale improvements if they could get long-term financing instead of the 
limited aid w available under FHA regulations. 

There are many cases where a thorough modernizing of an existing apart- 
ment building would provide three-bedroom apartments for large families at 
rentals within their reach. 


Another tool that would help homeowners improve their properties is the 
open-end mortgage”’—a nancial device through which the borrower simply 
adds the cost of repairs or aiterations to his original mortgage. He repays 
the loan either by increasing the size of his monthly payments or by adding a 


tew years to the term of his mortgage 

“New conditioning” of homes and apartments is one sure way to halt the 
spread of urban blight and to provide a big volume of low-cost housing in existing 
neighborhoods Many families would prefer to remain in their city neighbor- 
hoods, where schools, churches, transportation, shopping centers, and utilities 
already exist, if they could be assured of decent housing environment for their 
children 

Every house or apartment which is restored to new condition improves the 
neizhborh keeps a family within the city, and returns the property to the 
city tax rolls on a proper taxpaying basis. 


POINT V. SLUM REHABILITATION 
There is no magic formula that can transform the slum homes of our cities 
overnight into rose-colored cottages. Nor is the United States rich enough to 
destroy all of its slums in one stroke and rebuild them from the ground up. 

But any community that really wants to get rid of its slums and provide 
decent, livable housing for all of its citizens can do the job within 10 years. 

Law enforcement and education are the two big weapons that every city 
or town can use to root out the rotten growth of slums. 

Every community has on its statute books laws establishing certain minimum 
standards of health, sanitation, and safety in housing. They should be enforced 
strictly and impartially, on landlords and tenants alike. If they are inadequate 
for the job, they should be strengthened. 

Law enforcement, however, must be backed up by an aroused public opinion 
that will insist on nothing less than a top-to-bottom cleanup. The attitudes, 
hits of slum landlords and tenants must be revitalized, and the 
nmunity must be educated to the realization that slums are a deadly 
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hopes, and ha 


‘ \ must be eliminated 
The cost of such a program is small in comparison to the community benefits 
it produces In Baltimore, Md., for example, 1.800 slum homes were reconditioned 
and made habitable again at an annual cost to the entire city of 4 cents per 
° 


citizer The expense of putting the slums into livable condition was placed 
where it belonged—on the slum landlords. 


In many instances, however, slum landlords cannot finance the rehabilitation 
work required under this program—manyv slum homes are owned by their 
occupants who have little or no savings. The Federal Housing Administration 
can and should provide help by insuring long-term modernization loans repay- 
able on reasonable terms. 

The dividends such a program can return to a city are enormous. Rundown 
properties that formerly were a costly drain on the community are restored to a 
paying position on the tax rolls, with a resultant benefit to all taxpayers. 

About 10 million houses and apartment units in the United States today are 
slums or blighted—1 in every 5 dwelling places in the country. Because of 
the extra fire and police protection, medical costs, and other community services 
they require, these slums eat away about 40 cents of every city’s budget dollar. 
And they return almost nothing to the community except crime, disease, and 


poverty 





Mucel an be done to up slums, however, if the citizens of every com- 
munity insist on naetion the Government moves promptly to extend to this 
prob] the libera nancing aids it now has at its disposal. 
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POINT VI, URBAN REDEVELOPMENT 


The first recorded attempt at urban redevelopment occurred in Rome 2,000 
years ago. Nero tried to rid the ancient city of its slums by burning them to the 
ground. Today, the need for rebuilding hopelessly blighted areas of our central 
cities is not less apparent, but it must be met on more practical and humanitar 
grounds. 


Decaying sections of our cities mu 





be swept clean of slums and redeveloped 





to make them more healthful, conve nt and pleasant places in which to work 
and live. The slums must be replaced by good, livable housing for rent or sale 
at prices within reach of our middle- and lower-income families 


The home-building industry is ready, willing. and able to undertake this tre 


mendous reconstruction But it cannot even begin unless financing tools fitted 
to this special task are made available 

Fortunately, the basic tools already are at hand All they need is adaptation 
to the special requirements of urban redevelopment Most of them are contained 


in section 207 of the National Housing Act, which permit the Federai Housing 
Administration to insure mortgage loans for the construction of rental housing 
FHA can insure up to 90 pereent of the first $7,000 of loan value per family unit, 
plus 60 percent of the value in excess of that amount 

That section worked reasonably well a decade ago, when the cost of building 
rental housing was far below present costs. But it is sorely in need of moder! 
ization to bring it into line with today’s conditions—for example, to permit a 90 
percent loan up toa maximum of $12,000 per family unit 

If Congress should determine that section 207, even with the recommended 
revisions, is not suited to finance construction of low-cost redevelopment housing, 
the section should be amended or a completely new one written to do the job 

A major reform of FHA’s appraisal procedures also is needed if the redevelop 
ment task is to be accomplished. FHA appraisals must be based on current re 
placement costs, rather than on an outmoded yardstick of “economic soundness” 
which fails completely to recognize that inflation has hit the cost of land and 
housing as well as the price of bread and automobiles. 

Still another essential move needed to get urban redevelopment under way is 
revision of the so-called declining amortization method required by FHA for 
repayment of mortgages on rental housing. Under this method, principal pay 
ments are set at uneconomically high levels during the early life of the mortgage 
and then scaled down shurply toward the end of the mortgage term. A more 
even schedule of mortgage payments would make the program sounder and more 
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attractive to investors, who might otherwise be loath to risk their ¢apital in 
large-scale, costly redevelopment projects. 

These are simple but vitally necessary steps which must be taken if we are to 
Save our cities But they must be taken now, because time is running out for 
most American cities. The great bulk of our middle-income families, who are the 
lifeblood of our cities, are in full flight today from the urban centers to the 
suburbs. The central cities are faced with half-empty schools and staggering 
tax burdens that must be shifted more and more outo business and the individual 
taxpayers who remain—usually those least able to pay 

Unless urban redevelopment is given the impetus it needs now, another 10 
years may see our greatest cities turned into bankrupt ghost towns. And the 
housing heritage we pass on to our children will be one of blight and ruin 

Mr. Sprecet. The total program represents our best judgment of 

> ] +5 l4 , . + 
what is absolutely essential to a healthy home-buildinge industry and 
for the preservation and improvement of the existing inventory of 
homes which has been valued at $300 billion—or almost one-quarter 
of the Nation’s total estimated current wealth of approximately $1,300 
billion—and absolutely necessary for the continued high employ 


i 
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ment of the tre mendous army oF construe tion workers and those ose 
jobs depend on construction. 

We were hopeful that all of these suggestions could obtain your 
consideration at this session but, of course, realize that this is not now 
possible. At the proper time we would like to discuss these long- 
range proposals with this committee. 








68 HOUSING ACT AMENDMENTS OF 1953 


At this time, however, I suggest that you consider carefully the 
likelihood that lower FHA downpayments will be essential before the 
next session of Congress and I urge with all the sincerity and con- 
viction I can command that you enact the amendments I have 
suggested. 

| would like to mention at this time, Mr. Chairman, that currently 
in the Life magazine, the issue of June 15, 1953, on the editorial page, 
included under the title “Give Me Land, Lots of Land,” is a paragraph 
which reads as follows: 


First, the Federal Housing Administration has one curious regulation that 
needs changing. Downpayment requirements are the major obstacle to wider 
home ownership. To encourage cheap housing, FHA set the downpayment for 
a $7,000 house at only 5 percent, or $350. But this requirement rises steeply 
with the price of the house, so that the downpayment on a $12,000 house is nearly 
7 times as much as that on a $7,000 house. Surely it is bad policy thus delib- 
erately to downgrade home buyers and discourage the taste for amplitude and 
good living. 


I think, Senators and Mr. Chairman, if you had the opportunity to 
read that very fine editorial, it points out the cliscrepancy, the very 
grave discrepancy, in our judgment. 

Phe CHairmMan. It is not very long, is it ! 

Mr. Spiecer. Just a half a page. 

It reads as follows: 


Frank Lloyd Wright, the great American architect, got another gold medal 
the other day—this time from the National Institute of Arts and Letters. The 
old man took it with his usual cranky self-assurance, but it was a most significant 
and solemn occasion all the same. For the United States home-building industry 
has just reached an important transition point, a point at which every American 
homeowner, actual or potential, ought to pause and give more thought to what 
Wright stands for. 

Since the end of World War II the industry has built over 7 million homes. 
This spectacular achievement required a lot of new mass-production techniques, 
whose symbol is the Levittowns of Long Island and Pennsylvania, though they 
have their counterparts in every metropolitan area. Masters of speed and econ- 
omy, the Levitts and their fellows dissolved an acute postwar housing shortage 
that had been accumulating since 1933. 

Recently the best of these volume builders have gone in for slightly larger 
houses. And none too soon. For the worst of them have littered the landscape 
with more monotonous architecture than has been built in America since the 
days of mill-town company housing. 

In a series of roundtables of the building industry, our sister publication 
House and Home has developed the view that “the too cheap house” is on the 
way out, that the model-T era of mass-produced housing is over. The next era, 
lacking an accumulated shortage, will be more competitive; just as the flivver 
gave way to the bigger, better, and costlier low-priced car, so the new house 
buyer will be a replacement buyer, ripe for upgrading, while used houses, like 
used cars, supply the lowest-income end of the market. For the building indus- 
try, says House and Home, this will mean “more emphasis on quality, design, 
and adequate space.” Which brings us back to Frank Lloyd Wright, who has 
been emphasizing spaciousness for 50 years. 

Wright’s own contributions to spaciousness, once considered screwball but 
now commonplace, include: the concrete floor slab without basement—but be 
sure you get adequate storage space to make up for it; the floor-to-ceiling picture 
window—but be sure it opens onto something worth seeing; the “open plan” for 
living and dining rooms, and now also for kitchens, so the family can be together 
though in different rooms; low-pitched roofs with wide overhang, making the 
house look bigger and feel cooler. But none of his many technical innovations 
ever put Wright in a “modernist” groove. He cannot be blamed for the fads 
which keep streaking from the architects to the development ads, such as the 
current “split level house.” Wright seeks not efficiency but reality; “form 
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follows function,” to be sure, but does not stop there. Said he recently, “Ro- 
mance is the new reality.” 

So if Wright’s influence is felt in the next era, the home builder should get 
the advantage of the new techniques free from any imposed architectural style. 
It is time for the individual to get what he wants. And if we are to build better 
houses, this freedom should be accepted ambitiously. 

Space costs money, more money than most people have been spending on their 
homes. But that means people have been spending too little, and the national 
landscape has begun to show it. 

With rent ceilings going off, the national rent bill is going up anyway. That 
makes it a good time for more renters to become owners and so freeze their 
shelter expense for the long pull. This applies to all income groups and all size 
families, to those who buy new and those who remodel. If everybody, without 
exception, spent more on house and land and less on other things, it would not 
only improve the landscape but a lot of family tempers. To encourage such a 
trend, we offer two suggestions. 

First, the Federal Housing Administration has one curious regulation that 
needs changing. Downpayment requirements are the major obstacle to wider 
home ownership. To encourage cheap housing, FHA set the downpayment for 
a $7,000 house at only 5 percent or $350. But this requirement rises steeply 
with the price of the house, so that the down payment on a $12,000 house is 
nearly seven times as much as that on a $7,000 house. Surely it is bad policy 
thus deliberately to downgrade home buyers and discourage the taste for ampli- 
tude and good living. 

The other suggestion is that home buyers take the house and acreage a little 
more expansively, the gadgets a little less. A recent survey found that Boston 
surely not unique in this respect—has more TV sets than bathtubs. Obviously 
a profound change in our standards will be needed before we all place a proper 
value on space, ground, and air. 

His recent bemedaler said to Frank Lloyd Wright, “a free man in a free land, 
you have asked a drab society to compromise with you on the basis of your 
ideals.” You don’t need a Wright house to live spaciously in this free country. 
What you need is to ask—that is, foree—the housing industry to compromise with 
you on the basis of the most house you can afford, not the least. 

I was present, Mr. Chairman, yesterday when Mr. King, of the Veterans’ 
Administration, testified, and with your permission I would like to make some 
supplementary comments with respect to his testimony. 

Although the subject of VA fees and charges is not contained in this bill, in 
view of the statements made to this committee yesterday by Director T. B. King 
of the Veterans’ Administration Loan Guaranty Service, I would like to com- 
ment on this subject. Mr. King called your attention to the revision of the 
regulation governing fees and charges issued by him on May 18. He stated that 
this revision was necessitated by section 504 of the Housing Act of 1950. 

We agree with his statement that this regulation is an additional impediment 
to GI lending at a particularly unfortunate time. The revision of May 18 com- 
pletely eliminates warehousing arrangements which are an established part of 
mortgage lending and are necessary in many areas in order to obtain construc- 
tion loans. Further, the regulation has the effect of driving out of the market 
that very sizable group of mortgage lenders which originate Toans for sale to 
secondary investors, since it requires in effect that the market accept GI loans 
at par or run the risk of criminal prosecution. In this respect it favors direct 
lenders, such as savings banks and savings and loan associations, which do 
their own servicing locally in contrast to those lenders which must rely on 
the resale of loans to the secondary market. As the committee knows, a very 
considerable part of the total residential mortgage lending originates through 
local mortgage companies which resell loans to investors. This branch of 
mortgage lending has practically withdrawn from the market with respect to 
VA loans subject to this regulation. 

If prices of Government bonds and other securities are left to move 
in a free market, it is impossible to fix the price of GI loans at par, as 
this regulation attempts in effect to do. Mortgage loans are subject 
to exactly comparable market considerations as affect all forms of 
long-term credit. 
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We do not believe that the Congress in enacting section 504 in- 

tended that any regulation issued under it would have this severe 
etfect. We believe that Congress intended to eliminate excessive or 
exorbitant charges and not to fix by legislation the price of the loan 
in the money market. The forces of supply and demand for mort- 
gage money fix its prices in a free market ex: ictly as the same forces 
fix the prices of lumber or brick or any other component of the cost 
of a house. If builders are not permitted access to mortgages selling 
at the going market et then the only alternatives are (1) to stop 
building for veterans; (2) for the Congress to authorize FNMA to 
resume its purchases of { il loans in order again to support them arti- 
ficially a t par; or (3) toe <p: ind the direct lending program tremen- 
dously. Enumeration of these alternatives suggests the only possible 
answer—the pric e of GI loans should be left to the market place and 
not fixed by administrative edict. 
We have suggested to ve King that the regulation should be re- 
vised to apply only to the fees and charges made by the lender and 
expressly to recognize that « lender who passes on to the builder the 
Pp yroceeds of a resale of the loan to a second: ry investor is in conform- 
ty with the regulation, provided that he makes full disclosure to the 
Veterans’ Administration of the price received by him for the loan 
and the name of the secondary lender to whom he has sold it. We 
feel that the disclosure provision will act as the protection against 
abuses, which in our opinion section 504 was intended to curb, and 
will proy ide the VA with accurate data on the condition of the mort- 
gage loan market. 

Mr. King has stated that he feels that he cannot withdraw or revise 
the regulation even thouch he conceded in his testimony it is having 

depressing effect on GI lending. We suggest that this committee 
advise him of its interpretation of the intent of the act and that it 
was not intended that administrative regulation under section 504 
should attempt to fix the mi irket price of the loan but should be re- 
stricted rs the elimination of excessive fees and charges. 

Legislative action, in our opinion, is not required for this. 

The Cuarrman. You think it can be accomplished by legislation 
under the existing law ? 

Mr. Sprecex. I think it can, if it has the intent of Congress. 

The Cuatrmman. You think there should be some sort of a floor to 
the extent that, they can discount these mortgages / 

Mr. Spivcer? Mr. Chairman, we have no quarrel with this regula- 
tion of fees and charges, as such. We do not quarrel with the present 
regulation insofar as it attempts to control fees and charges. The 
problem, in our judgment, is that it is also at the same time controlling 
the price at which that mortgage, which is a security like any other 
securities, and is finally sold in the market place. 

Che Carman. Well, you build a house, and you own the mort- 
gage, and you go down and sell it to a mortga: re company, let us say, 
or: \ buve rof mortgages. But you are prohibited from discounting it. 

Mr Srrecet. That is correct, under this regulation. 

The Cramman. You sell it to this mortgage company. or this 
banker, or whoever he may be, without a discount. He buys it, but 


he then can turn around and sell it for any price he wants. 
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Mr. Sprecer. That is correct, under the regulation. But this regu 
lation does one other thing. When we start a housing project and 
we go to the Veterans’ Administration to get our so-called certificate 
of reasonable value, which sets the sale price of that house to the vet- 
eran, we approach our mortgage lender or mortgage broker in our 
community and determine from him whether or not we can ultimately 
dispose of that motgage to its final resting place in the market. 

Now, sometimes that is possible to arrange. You can sometimes 
arrange those things in advance. But at the present time, and cer- 
tainly for the past year, it has not been possible to do that. We have 
to arrange construction loans, we have to arrange warehousing, so 
that we get this interim financing or construction financing which 
permits us to go ahead and start the construction of our job. 

Che place where we have our difficulty is that after the house is 
sold, and after we have completed the mortgage and executed the 
document, the mortgage lender in our area is prohibited frem this 
particular section of the regulation of May 18 to sell that mortgage, 
which is a security and, in our judgment, equivalent to any othe: 
marketable security. He is prohibited from selling that in the market 
at whatever price the market may bring. This regulation attempts to 
fix the price of that security at par, and that is an impossible thing. 

The Carman. I am in sympathy with what you are trying to do. 

There is one other thing there, though, that I think we ought to 
avoid, if we can—at least we ought to consider it carefully. I would 
like to get your opinion of it. That is this: I do not think we want to 
create a situation where you take mortgages, let us say, to the mort- 
gage buyer, and you have a situation where he simply sits back and 
says, “Ill give you 89 or 88,” and everybody is discounting their mort- 
gages at a different discount, thereby creating what might be a very, 
very bad situation. 

Mr. Sprecev. We think we have taken care of that in this suggestion 
that I have just made, Mr. Chairman. At the time the mortgage is 
sold in the secondary market, the seller of the mortgage must “advise 
FHA and VA, and disclose to the VA the name of the ultimate pur- 
chaser of the mortgage and the price at which it was sold. If, for 
example, the loans were sold here in the city of Washington, D. C., 
and the seller would send in his disclosure or certification to the VA 
with a statement that the mortgages were sold to one of the insurance 
companies in New York, with the name of the insurance company and 
the price. Obviously if I then walked in and said that we had sold 
our loans at a price considerably below that, that would certainly not 
be in line with the current market for mortgages in that area. 

The CHatrmMan. You see what I am trying to avoid. Let us say 
there is a builder in X town who has 50 mortgages executed. He 
needs money badly. Things are not going so good with him. Maybe 
he wants to get out. So, he has these 50 executed mortgages and sells 
them at 3 or 4 or 5 points below what they ought to be. Maybe he 
does not know. That creates a bad situation, because there is a tend- 
ency to say, by the fellow who buys mortgages, “Well, 1 will just sit 
around here and worry these fellows to death until I get them at a 
lower price.” 

We want to avoid that, do we not? 

Mr. Srrecer. That is very true. 
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The CuHatrman. The only plan you have to avoid that is this disclo- 
sure? 

Mr. Sprecen. Yes. You have the mortgage certified to the VA at 
the price that the mortgage is sold, and the entire proceeds of that 
l aa were turned back to the builder. That would avoid some of 
these abuses we have been discussing. 

The CHamman. I agree with you that we cannot have a policy of 
selling Government bonds and other securities in the free market, and 
then sit here and say VA mortgages must always be sold at par. I do 
not think that will work. I do not believe anybody agrees that it will. 
If you are going to have a free market on one, you must have a free 
market on the other. 

Mr. Srtecen. That is correct. 

The Cuarrman. But, by virtue of the same thing, we certainly want 
to avoid what I just called your attention to. We could create a very, 
very bad situation in the United States. You have 26,000 builders. 
There are always some of them that are going to be pinched for money, 
and some will be operating ineffic iently. Some will be going out of 
business and will dispose of their mortgages. The tighter the money 
market gets, the more frightened they become, and “they go out of 
business. 

Mr. Srmecer. At the same time, Mr. Chairman, you could not very 
well avoid the fact that if a bulder were anxious to get out of busi- 
ness and wanted to unload a lot of houses, he could undersell the estab- 
lished prices. Those things may happen. But, I think this dis- 
closure provision which we have suggested here, by and large, will 
correct most of the abuses. And, we have recommended that. 

The CratrmMan. Let me see if I get your position here on this entire 
— 

No. 1, you aprove the bill, S. 2103, in its entirety, except you think 
thes ‘og million is too low on FNMA # 

Mr. Sprecet. I think it is a little bit restrictive. It should be per- 
mitted to operate and revolve properly. This, of course, does not 
require any appropriation. 

The Cuarrman. You think that might well be $500 million, instead 
of $200 million? 

Mr. Srrecer. Yes, sir. 

The Cuarrman. You think we ought to enact. standby legislation, 
giving the President the right, if in his opinion it is in the best in- 
terests of the Nation, to lower down payments, sometime in the future ? 

Mr. Sptrcer. We have not called it “standby,” Mr. Chairman. I 
think if you refer to the proposed amendment, you will see we have 
suggested it be done when the President in his judgment believes 
that it is needed to continue a stable economy. 

The CHairman. It gives him the right to do it at his discretion? 

Mr. Srrecex. That is correct. 

The Cuainman. Therefore, the legislation is there for him to use 
if and when, in his opinion, it is in the best interests of the Nation ? 

Mr. Sprecev. That is correct. 

The Cuamman. Then, you would like to see the Veterans’ Adminis- 
tration change this regulation in respect to their interpretation of 
section 504? 
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Mr. Spircen. That is correct. And, this one further amendment, 
with respect to title 1, section 8, which is your lower priced housing— 
that is on page 10—we have a proposed amendment there. 

The CHatrMAN. What is that for? 

Mr. Sprecer. The suggestion there is that we increase the present 
mortgage amount from $4,750 to $5,700. 

We recommend section 8 (b) (2) of the National Housing Act, as 
amended, be further amended: 

1. By striking the words and figures 
$47,750, except that the Commissioner may by regulation increase this amount to 
not to exceed $5,600 in any geographical area where he finds that cost levels so 
require, 

And substituting in lieu thereof “$5,700”; and 

2. By striking the words and figures 
$4,250, except that the Commissioner may by regulation increase this amount to 
not to exceed $5,000 in any geographical area where he finds that cost levels so 
require. 


And substituting in leu thereof “$5,400. 

The CuHarrmMan. The price has been set at $4,750? 

Mr. Sperncer. That is correct. 

The CHarrmMan. You want to increase it to $5,750 ? 

Mr. Sprecer. That is correct. 

The CaarrMan. Have I properly reviewed your position now ? 

Mr. Sprece.. Yes; you have, Senator, very well. 

The CHarrmMan. Any questions, gentlemen / 

Senator Busw. Mr. Chairman, I have a question. 

The CuarrMan. Senator Bush. 

Senator Busu. I understand you think that the owners of these 
FHA mortgages should be able to sell them in the market without 
restriction; is that right ? 

Mr. Sprecer. Yes; the owner of the mortgage should be able to trade 
freely. 

Senator Busu. There should be no restrictions ? 

Mr. Srrecer. That is correct. 

Senator Busu. He should be able to sell them at 90 if he wants to, 
to get rid of them ? 

Mr. Sprecen. I do not think you would find any forced sales. 

Senator Bus. I did not say that, but I do not think there should 
be any restrictions; he should be able to sell them just like Government 
bonds, and I just want to make sure I understood you. He will sell at 
whatever the market will bring; is that correct ¢ 

Mr. Srrece.. That is correct. 

Senator Busy. But before that, if I understood you correctly, you 
were talking about interest rates, and you thought they ought to be 
fixed. 

Mr. Sprece,. No. We have not suggested any fixing of interest 
rates. 

Senator Busu. That is why I am asking. I just wanted to make 
sure I understood you. 

Mr. Sptecer. We talked about the fees and charges. 

Senator Busn. But, before that—— 

Mr. Srrecen. No; we have not mentioned any fixed interest rate at 
all, at any time. 
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Senator Busn. Do you think the FHA should have freedom to 
change the interest rate up and down 4 
Mr. Sprece. Yes, I do. 

Senator Busu. You see no objection to that ? 

Mr. Sprecex. No, sir. 

Senator Busu. It seems to me that fits in with your philosophy of the 
‘ee market for the mortgages, does it not ? 

Mr. Sprecer. That is correct. 

The Cuarrman. They have the right to do that now, do they not? 
Mr. Sprecet. They do. 

The CHarrMan. Just recently they increased the rates, and they 
might reduce them if they want to. 

Mr. Sprecet. That has been done in the past. 

The CHarrMan. Senator Bennett. 

Senator Bennerr. Mr. Chairman, I am interested in the proposed 
amendment. As I read it, it is a l-way power. The President may 
reduce down payments, but he does not have the power to put them 
back, if he decides it is necessary to put them back. 

Mr. Sprmece.. I think that is already in the existing statute, Senator. 
That power is there. 

Senator Benner. The power to raise down payments ? 

Mr. Spircer. That is right. These are maximum mortgages we are 
talking about. 

The CHarrman. In any event, if he has the right to do one, he ought 
to have the right to do the other ? 

Mr. Sprecet. Oh, ves. He has the right under the statute now. 

Senator Bennetr. Yet, you object to letting the Federal Reserve 
Board have the power represented by regulation X, which was in effect 
the power to increase. 

Mr. Sprecen. Senator, I would like to say this on that subject: I 
believe I was present at the time we gave testimony on that. We did 
not object to regulation X when it was first imposed because of the 
reasons for its imposition, which were to conserve material, and credit, 
because of the war situation. We did not object to that at all. Our 
objection at a later date arose when we urged its removal, for the reason 
that we felt those conditions no longer were existing, and we felt 
there was no longer a valid reason for continuing the regulation. 

Senator Bennetr. You want the President to have power to reduce 
these under any circumstances, but you do not want the opposite power 
to increase them under any circumstances, to exist? 

Mr. Sprrcen. I think there is a little misunderstanding with respect 
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to that, Senator. We have no obection: we think the statute at the 
present time permits the President to do that, and under the Defense 
Production Act he alr ady has that authority. He can tighten up on 
that at any time. 

What we have suggested here is that inasmuch as this Congress will 
not be in session until sometime next year again, after it has taken 
action on this bill, that it is very likely we may not get any action 
with respect to a housing bill before possibly June of next year. At 
that time it may be too late in the event certain things develop, which 
we cannot foresee at the moment. But, we think it would be taking a 
gamble with the future if this authority was not in the President. 

Mav I have our counsel say a word at this time? 
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The CuHatrMan. Yes. 

Mr. Cotton. I would like to say for the record that on your hearings 
on the extension of the Defense Production Act—I think in March of 
this year—you will find that we went along with the standby proposal. 
We said that if you felt it would possibly be necessary in the future, 
that power should be in the act. I think reference to the testimony 
will show that our position then was entirely consistent with the posi- 
tion here. 

The Cuatrrman. What you are doing is suggesting a flexible plan 
here to meet from time to time the conditions that may exist, leaving 
the judgment up to the President of the United States? 

Mr. Spreceut. That is correct. 

Senator Bennett. I would like to ask this question, and this is the 
one that interests me the most on this particular problem: Do you 
believe that lower downpayments and extended payment terms will 
increase the availability of mortgage money ¢ 

Mr. Sprecet. No; I do not. 

Senator Bennerr. Is that not your basic problem ? 

Mr. Sprecen. It is one of our basic problems, but I do not think it is 
related to our suggestion that the downpayments be lowered. The fact 
is we have for a long time urged the lowering of downpayments, but the 
time was not right. We have been under credit controls, as you know, 
until just recently, and obviously it was not the time to urge lowering 
of downpayments during that period. 

But, we have the feeling that from the period ending with the war 
we have not been able to produce housing at terms which the average 
wage earner in this country could afford to pay. 

In other words, the ‘v have not been able to accumulate these savings 
because of high taxes, expanded families, and soon. They can afford 
the monthly payments. Their incomes are more than sufficient to 
maintain their monthly carrying charges, but they have not been 
able to accumulate, for example, on a $12,000 house a $2,400 down- 
payment, and we have very substantial evidence to support that fact, 
that 3 outof 5 prospective purchasers would buy homes at those prices, 
except for the existing downpayme nts re juire d under FHA. 

Senator Bennett. Fundamentally, no matter what your downpay- 
ment is, if you cannot finance the | ail ling of your house, if you cannot 
get the mortgage money, the downpayment problem becomes of minor 
Importanc e. 

Mr. Sprecet. That is correct, Senator, but we do not expect that that 
will continue forever. We think that corrective action on down 
payments should be taken now, however, in view of the fact that, as I 
said earlier, the Congress pea will not consider housing legislation 
for another year, and none of us are in a position to predict. exactly 
what will happen during the next year. 

We think that giving this authority to the President is a perfectly 
sane and logical way of doing it. I do not think we can afford te 
gamble. 

Senator Bennetr. I would like to ask one more question: You have 
commented on the fact that in May, for the first time in I don’t know 
how many years, at least as compared with last year, the number of 


starts is down approximately 5,000—about 5 percent. How much of 
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that do you attribute to the lack of downpayment money, and how 
much to your inability to get mortgage money ? 

Mr. Sriecev. It is very difficult to say, Senator. The impact of 
the tightness of the money market, and the impact of this recent May 
18 regulation may not be felt for some weeks. 

We have reports here which indicate that if that May 18 regulation 
is not corrected or revised in some fashion, thousands of men are going 
to be laid off from sraphaynan nt by the end of this month. Those are 
the facts. We have them, and they have been coming in ever since last 
Friday. They have been unable to obtain financing. 

The CuatrMan. That is veterans mortgages / 

Mr. Spince.. VA mortgages, that is correct. 

And, once these starts start to slide down, it will be difficult to stop 
them, unless some corrective action istaken. That is why I made refer- 
ence to the necessity for clearing up this VA regulation, and also 
this recommendation we have made here with respect to the “one-for- 
one.” We think that plan will certainly help produce some mortgage 
money. Ifthe FNMA operation is permitted to revolve, I think it will 
be of great benefit. 

Senator Bennerr. My concern is that you are proposing what is 
fundamentally an inflationary change in this situation. 

Mr. Sprecex. I do not believe, Senator, that it is inflationary. We 
have suggested here only that when the President considers it neces- 
sary, to maintain a stable economy, these lowered downpayments be 
put into effect. 

Senator Bennerr. Do you think that that time is now ? 

Mr. Spicer. I do not think it is at this moment. I think our rate 
of starts is still pretty high. But, we already have this indication at a 
time of the year when normally our starts should be the highest. May 
and June is normally the highest peak, and when we have this indi- 
cation, which is the first indication we have had, that the starts are 
declining, it is our judgment that those are signs, warning signals, that 
we must consider. 

Senator Bennerr. But, we come back to the fundamental problem. 
You cannot tell whether a change in the downpayment percentage 
will affect the number of starts, because you have already indicated 
that the mortgage situation is tight, and I think that is the overruling 
factor in the present situation, r rather than the lack of downpayment. 

Mr. Sprecer. It unquestionably is the overruling factor, but that 
probably will not continue—we hope it will not continue—inde finitely. 
We hope that the enactment of this bill, which includes this “one-for- 
one” operation, will materially help the market. It should. 

Senator Busu. On the table on page 8 of your statement, you show 
where you take a $10,000 valuation, and the present mortgage amount 
is $8,750, and the downpayment is $1,250; is that right? 

Mr. Srrecen. That is right. 

Senator Busu. How does that compare with what the mortgage and 
loan associations or the savings and loan associations charge? 

Mr. Sprece.. Speaking generally, the savings and loan associations, 
and other institutions, make these so-called conventional loans on the 
basis of downpayment requirement of anywhere from 25 to 30 percent. 
Most of that is controlled by State legislation, the amount which they 
are able to lend, and the terms are far more severe than the terms 
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under FHA. I think the longest terms I have ever heard of on a 
conventional loan is probably 20 years. I have heard terms from 
10 to 15 years. 

Senator Busu. But, 20 years is the longest ? 

Mr. Sprecet. Yes. And, the interest rate is generally higher than 
the FHA rate. We have reports today of convention: al loans being 
made in some parts of the country at interest rates of 5 percent and 6 
percent, 

Senator Busn. How much of the business in this category of homes 
that you have listed here, from $8,000 to $20,000 is done? What per- 
centage of busines do you believe is done under the FHA mortgage 
ais against the conventional ¢ 

Mr. Spicer. I think the greater percentages of the FHA mortgages 
are in the bracket below $20,000. I think in the lower bracket is 
where the emphasis is. 

Senator Busn. That is exactly the question. I mean if much of 
the building that is done is in that category, below $20,000, if that 
is your problem here, what percentage of it is done under FHA, or VA, 
as against the conventional method ¢ 

Mr. Sprecer. My attention was just called to a paragraph here in 
the Housing Statistics issued by the FHA, and they mention: 

During the first quarter of 1953, private starts totaled 227,400 units, factionally 
above the same period a year ago. FHA starts comprised 57,000 units, 9 per- 
cent above the first quarter of 1952, while VA starts totaled 29,900 units, an 
increase of 18 percent. FHA and VA starts combined comprise 38 percent of 
total private starts, as against 34 percent in the comparable quarter of 1952. 

Senator Busu. Thirty-eight percent ? 

Mr. Sprecer.. That is correct. 

Senator Dove as. That is 38 percent of private starts, or about 25 
percent of the total ? 

The CuarrMan. No; 38 percent of the starts—— 

Mr. Srrece.. Thirty-eight percent of the total private starts, which 
would mean you would have 62 percent being financed by conventional 
mortgages. 

I might point this out, that these conventional mortgages and trans- 
actions involving conventional mortgages generally have attached ¢ 
second mortgage, and we certainly do not want to see any signs of sivas 
third mortgages that we had in the twenties. 

Senator Busn. I would like to check those figures. It does not seem 
right to me. 

You say the private starts in the first quarter were 227,000, and the 
FHA was 57,000, and VA was 29,000. That is a total of 86,000. That 
does not look like 38 percent. 

Senator Bennert. It is nearer 28 percent of the total starts. It is 
a little more than a quarter. 

Mr. Srrecen. FHA starts comprise 57,000, and 29,000 for VA. 
That would be 86,000, that’s correct. 

Senator Busu. That is not ony 38 percent. 

Mr. Srrecen. I did not compile these statistics, sir. 

Senator Busu. I just wonder if you read it correctly. Does it say 
38 percent ? 

Mr. Sprincet. Yes, sir. They comprise 38 percent of the total 
private starts. 
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Senator Busu. That isa misprint, is 1t not ? 

Senator Bennerr. It is using the wrong base in order to increase 
the percentage. 

Mr. Sriscen. Forty percent of 227,000 would represent 88,000. 

Mr. Coutron. The 227,000 is the total, of which FHA starts were 
57.000. 

Senator Busn. That is not the way you read it. 

Mr. Couron. FHA starts and VA starts are private starts, sir. Is 
it your theory that they are not classified as private starts? 

Senator Busu. I think we misunderstood the gentleman. I know 
I did. 

Senator Bennett. I did, too. 

Senator Busu. I thought he meant those financed privately. 

Senator Bennerr. We asked the number financed privately, and 
were given the figure 227.000. So that is what threw us off. 

Mr. Sprecen. Of which 86,000 were VA and FHA. 

Senator Busn. Let us forget all about the mistake. 

Then actually there were 227,000 private starts, of which 86,000 
were FHA and VA, about 40 percent ¢ 

Mr. Spircet. That is correct 

Senator Bennerr. Wait a minute. Im sorry. I have the Housing 
Statistics book here, and on page 3 it shows a total number of starts 
in the first 3 months of the year of 319.000. 

Mr. Sprece.. What is the date, Senator / 

Senator Bennerr. April 14, 

Mr. Srrecer. Ours is for March. 

Mr. Couron. You are reading from April, apparently, which is 1 
month later. 

Senator Bennerr. We understood you were giving us the first 3 
months’ figure. 

Senator SparkMAN. March would only carry through F ebruary. 

Mr. Sprecen. It says, “During the first quarter of 1953,” and this is 
the March issue, which was undoubtedly issued in April. 

Senator Bennerr. I am sorry. I am reading M: rch, April, and 
May, instead of January, February, and March. So this is a comedy 
ot errors. 

The CuarrMan. Well, we constitute here the board of directors of 
this governmental institution. Now, normally a board of directors 
of a corporation meets each month and makes decisions and policies, 
but unfortunately we, the board of directors in this case, meet once 
a year, 

‘I think the question gets down to whether or not we want to give the 
President of the United States the right to move these down pay- 
ments up or move them down during the course of the year when we 
are not in a position to act. I think that is the whole problem, and I 

think that is the problem that this committee has got to settle for 


eS 
‘ 





itself, 

We start out on the premise, of course, that those running the Gov- 
ernment at the moment are what many people on the floor of the 
Senate naturally call hard credit men or conservatives. Even if we 
gave them this authority they probably would not use it. They are 
operating, as you know, on the basis of tr ving to stabilize the doll: ar, 
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and stop inflation. So, I think the question that this committee will 
have to decide is whether or not it wants to give the President of the 
United States the right for the next 12 months to move down pay- 
ments up and down as he, in his judgment, sees fit to do. Is that what 
you are asking for? 

Mr. Srrecen. That is correct, Mr. Chairman. 

Senator Gotpwater. Mr. Chairman? 

The CuHarrMan. Senator Goldwater. 

Senator Gotpwater. Mr. Spiegel, do you have these figures? If 
you do not have them handy and have them at your office I would like 
to have them for the record. 

You have undoubtedly studied the building situation in this country 
to the point that you can tell how many houses we have to build a 
year to keep your industry prosperous. 

Could you tell us how many new houses a year you need in this 
country ¢ 

Mr. Sprecet. W think a fair figure would be 1 million units per year. 
There have been estimates that run higher that that. But we want 
to maintain a stable economy, and a good level of economy—we think 
1 million units a year is a reasonable figure. 

Senator Gotpwater. Does that take into account the increasing 
population ? 

Mr. Sprecer. Yes, it does. . 

Senator Gotpwarer. Do you have any figure for the number of 
homes in this country that your industry should modernize ¢ 

Mr. Sprecei. Yes; we do have such figures. That is a part, I think, 
of the report of the six-point program that we have mentioned. I do 
not know whether you were here, Senator. 

Senator Gotpwater. Yes; I have it here, but I did not notice the 
figure of the number of homes. 

Mr. Spiece.. We estimated something like 750,000 a year. 

We have two plans, a straight “A” plan which would require a 
new condition of approximately 250,000 units a year, and 750,000 units 
per year that should be reconditioned and rehabilitated. 

Senator Gotpwater. What is the average price of homes that you 
sell today, build and sell ? 

Mr. Sprecen. I would say that the average price, considering the 
entire country, would run somewhere under $10,000. 

Senator Gotpwater. About $8,500? 

Mr. Sprece. I would say that would be a reasonable figure, $8.500. 

Senator Gotpwater. Thank you very much. 

The CHairmMan. Senator Sparkman. 

Senator Sparkman. I wonder, Mr. Spiegel, if you would turn to 
page 9 on your proposed amendment, and give us the figures of the 
present law. 

For instance, in (i) 95 percent of $8,000, what is it now / 

Mr. Sprecen. That is on page 8, Senator Sparkman. The percent- 
ages are not there. 

Senator SparKMAN. I want the percentages. 

Mr. Sprecen. It is 95 percent of the first $7,000, plus 60 percent of 
the next $4,000. 

Senator SparkMAN. That is 60 percent from $7,000 to $11,000. 








80 HOUSING ACT AMENDMENTS OF 1953 


Mr. Sprecer. That is correct. And 80 percent, above that. 

And that is where we claim that very bad jump is. It begins to 
jump sharply at that point. 

Senator SparkMAN. On these starts, one thing that concerns me 
about the letdown on the number of starts, is the geographical dis- 
tribution of that letdown. Have you got a breakdown by sections? 

Mr. Sprecen. We have a summary we have been preparing rather 
hastily because these wires are just coming in. 

Senator Sparkman. I have not seen it, but I would suspect it would 
show an even worse situation if we excluded New England and New 
York and excluded title VIII and title IX housing. 

Mr. Spriecer. That is true. And particularly in your own area, 
Senator. 

Senator Sparkman. I know it is true down our way because I hear 
about it. 

The Carman. Would this suggestion of yours on down payments 
assist the sparsely populated sections? 

Mr. Sprecer. Yes, I think it would, Mr. Chairman, for this reason: 
As you know the FHA mortgage has generally been regarded in the 
market as an excellent security, and if the FHA issues a commitment 
in any area, regardless of whether it is a sparse area or one of the 
urban areas, I think it is generally regarded as a pretty good invest- 
ment. 

The Cuatrman. Any questions ¢ 

Senator SparKMAN. Yes, I have not finished, Mr. Chairman. 

The Cuarrman. Go ahead. I am sorry. 

Senator SparKMAN. I read an article in the Post Sunday—I wonder 
if you saw that—entitled “Survey Shows Home Loans Still Scarce.” 

Mr. Sprecer. Yes, I did read that, Senator. 

Senator SpaARKMAN. It is based upon a survey made by the National 
Association of Real Estate Boards. 

Mr. Sprece.. It seems to tie in on the reports that are current with 
us. I mentioned this a little earlier. We have telegrams and letters 
that have come to us. I have one here from Washington. This letter 
just arrived this morning. That probably would support the state- 
ment that you have read in the Washington Post. 

Senator SpaRKMAN. You think it is a pretty fair statement? 

Mr. Sprrece.. I believe it is, yes, sir. 

Senator SparKMAN. Someone asked you a few minutes ago some- 
thing about the congressional loans. I noticed this part of the article 
dealing with that: 

While a tendency toward higher interest rates for congressional first mortgage 
loans is considered by the real estate boards, the common rate continues to be 
reported at 5 percent. The wide variation in rates related to the size of the city 
and geographic location, however, emphasizes the caution necessary in attempt- 
ing nationwide interpretation. 

Is that not true with the whole housing program, that if we inter- 
pretend it nationwide we get a rosier picture than if we try to break it 
down sectionally ¢ 

Mr. Sprece.. That is correct. 

Senator Sparkman. As a matter of fact, there is some of that all 
the time, is there not, due to the scarcity or the nonavailability of 
mortgage funds in certain areas of the country ? 
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Mr. Sprecer. That is very, very true. 

Senator SparkMAN. You said something about the discount. As 
a matter of fact, I have felt for a long time that perhaps—well, for a 
long, long time I have felt that we ought to have some kind of a for- 
mula that would permit a variation in the rate of interest according 
to the market demands. Apparently, we were never able to work out 
a satisfactory formula. You may recall that a couple of years ago, 
Mr. King, of the Veterans’ Administration, put out a feeler on the 
idea of retaining a fixed rate of interest, and allowing a discount or 
premium in the market place. . 

Mr. Srrecet. That is correct. 

Senator SPARKMAN. He was just ready to announce that so far as 
VA loans were concerned, recently, when apparently somebody ob- 
jected and he was not able to go through with it. 

Do you not believe that eventually we need to come to something of 
that kind? 

Mr. Srrecev. I do not know, Senator. It is our judgment after 
studying this problem and after actually suffering it in many places 
in the country, that these mortgages, once they are closed, are going 
to have to be offered in the market at whatever price exists in the 
market place at that time. The prices will change from week to week 
or month to month, the same as they do in the bond market or the 
stock market. 

Senator SparKMAN. You do believe a discount system of that kind 
would need close supervision, do you not ¢ 

Mr. Srrecen. We do. And we have suggested in our proposed 
amendment that the lender be required to disclose the price at which 
that is ultimately sold, so there would be a fixed price where the 
amount would be disclosed to the VA, that the name of the lender 
would be disclosed, and that the money was actually turned over to 
the builder. And, it would reflect the actual conditions in the market 
in a particular city. 

Senator SparKMAN. But it would give you the flexibility you have 
never been able to have with a rigid interest rate? 

Mr. Srrecen. That is corect, and particularly is that so at this time. 

Senator SparKMAN. You say we need about a million units a year. 

Mr. Sprecer. Yes, sir. 

Senator Sparkman. I did not catch the figure—you turned toward 
Senator Goldwater—but you used the figure 750,000. 

Mr. Srrecen. We were talking about rehabilitating existing housing 
to the extent of about 750,000 units a year, and we also contemplated 
in our program that about 250,000 units would be involved in this 
trade, and they would have to be reconditioned as well. And I think 
it is required in this overall housing program that you continuously 
do something with the existing inventory of housing and just not per- 
mit it to run down in condition so that these blighted areas continue 
to affect us in our cities all over the country. 

Senator SpaARKMAN. When you refer to the million units, is that 
new construction ? 

Mr. Srtecen. Yes. 

Senator Sparkman. You think we need a million units new con- 
struction, plus this rehabilitation ? 

Mr. Sprecen. That is correct. 





82 HOUSING ACT AMENDMENTS OF 1953 


Senator SparkMAN. Is it your opinion that under the present pay- 
ment plan we are not going to get that number ? 

Mr. Srrece.. If we can use these statistics that apparently indicate 

i sliding off at this time when we should be building at the highest 
aeak during the year, together with the tightness of the mortgage 
market, I do not believe we can accomplish that this year. 

Senator Sparkman. Let me go back to this: How are you ever 
voing to cure this situation that we talked about a little earlier, where 
inoney is scarce in my area, for instance, and plentiful in New Eng- 
land—how are you going to make up for that ? 

Mr. Srrecen. Senator, it is one of the most difficult problems we 
have ever had, I think. It is historical in this country that this con 
dition has existed ever since we have been in the business of borrowing 
money. You have these areas all over the country that are tight places, 


even in the best of times I think the sales of these loans or the 
borrowings are simply on the basis of what lenders are willin ig to do 
in that area, and if they have excess funds they are perfectly willing 
to invest in such areas. They will go there. Obviously the FHA 


loan and VA loans are desir: able to thens. But even these have differ- 
ent prices in different places in the country. Sometimes they bring 
premiums in some pl ce and other ple aces they bring discounts. I 
do not know how you waka control that. 

Senator SrarKMan. Would you be willing for the proper agency 
to have the power to vary the rate of interest from one section of the 
country to the other? 

Mr. Sprecer. I do not think that would work, Senator. 

Senator SpARKMAN. I notice in this real estate board report, for 
instance, borrowers in smaller cities in particular are confronted with 
a difficult market, with only 1 community in 4 having a population 
under 25,000, listing funds readily available at par for single-family 
residential structures. For cities of all sizes, only half of them report 
this desirable situation, and in more than 2 percent of the cities, no 
mortgage loan is available at all. 

Mr. Sprecev. Senator, that is one of the reasons we are so heartily 
in sup a of this one-for-one plan we have been talking about, be- 

‘ause it also will revolve that FNMA operation so it will make mort- 
gage funds available to those very areas you have just discussed. Sec- 
ondly, in connection with these comments we have made with respect 
to this VA regulation of May 18, developments in those areas are 
shut down. We have instances here in this area, in areas of the 
South and Southwest, where there is just no money available. This 
VA regulation of May 18 prohibits warehouse arrangements which 
has been one method of providing construction money to those very 
areas you have just discussed. It is the only source of supply they 
have. 

Senator SpaRKMAN. When you speak of the w: Renee arrange- 
ment, do you refer to outright sale of the mortgages or pledging 
them as collateral securities ? 

Mr. Srrecet. They are purchased direct. They simply take these 
securities and place them w ith an institution in New York. 

Senator SpaAarKMAN. Without transfer of title? 

Mr. Sereceu. That is correct, there is no transfer of title at all. 





y« 


HOUSING ACT AMENDMENTS OF 1953 83 


Senator SPARKMAN. Would you be opposed to it if the warehousing 
provision were opened up, to permit that to continue, but with very 
strict supervisions as far as the sale or transfer ?¢ 

Mr. Sprecen. | do not think you can just make that provision with- 
out doing the other things we have suggested under this regulation. 

Senator SPARKMAN. I know. I was just talking about that one now. 

Mr. Sprrecen. | do not think that alone would cure it. That entire 
regulation must be revised. Mr. King, I think, yesterday admitted 
that he was not pleased with that interpretation since it was put into 
effect. 

The CHatrMan. He asked that that be revised. 

Senator SpaRKMAN. We have a further statement from him this 
morning, do we not? 

Mr. SPIEGEL. No: those are my comments W ith respect to his testi 
mony of yesterday. 

Senator SPARKMAN. Now, let me ask you this, just as a practical 
matter. Suppose | would be Ih tavor of your more liberal] terms, but 
some of my friends who advocate this hard credit policy, who prob- 
ably would advocate tightening up on this, instead of loosening up, 
how am I going to answer them ¢ 

Mr. Sprircer. We are not suggesting that this be used today. We 
are simply suggesting, Senator, since you will not be discussing legis- 
lation, possibly until next June, that in the interim, should the Presi 
dent find it needed in order to maintain a stable economy, he be in 
the position to invoke these proposed downpayment schedules that we 
have suggested. 

Senator SpARKMAN. You do not propose it to go into effect now ? 

Mr. SpreceL. We do not. 

Senator SparKMAN. Does the present market not require it? 

Mr. Sprecet. We do not think the invocation of these downpayments 
at this moment would make any difference. The money market is 
tight. We hope that will be corrected within the next 30 or 60 days. 
Everything I have read would seem to indicate that that is the possi- 
bility. And with that happening, we think that at the proper time, 
should it be necessary, the President should have the discretionary 
authority to permit these lower downpayments. 

Senator SparkMaANn. Now, you referred to the money market being 
“tight.” Is money scarce in the market ¢ 

Mr. Srrecen.. Mortgage money is extremely tight at this time. 

Senator SparkMan. Is it due to lack of available funds for lending, 
or are they just refusing to lend ¢ 

Mr. Sprecen. I am not a banker, Senator, but all I can tell you is we 
get these reports from all over the country. Down in the South and 
Southwest there is just no mortgage money in that area. 

Senator SPARKMAN. No, there is no mortgage money there, but I 
wish I knew why because we were told if we raised the mterest rate 
we were told at the first of the year that all we had to do was raise 
the interest rate and it would come flooding into the market. You 
know that argument was presented, do you not 4 

Mr. Sprecev. Yes. I do not know where the money is or whether 


there is enough money. We are just familiar with the building 
industry. We know that unless we get mortgage money and con 
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struction money our builders are going to have to shut down. In 
certain sections of the country it is absolutely impossible for them 
under existing conditions. I think this regulation has a great deal 
to do with it and the operation of F NMA has a great deal to do 
with it. They are unable now to get these funds. 

Senator SparkMAN. How do you feel toward the direct loans for 
veterans? Do you feel it is doing a good job? 

Mr. Srrecet. My own personal experience with it has been that, 
for example, in New Jersey they will not permit any direct loans 
to be made. They just have not found it necessary. 

Senator SparkMAN. That is right, and that is the purpose of it, 
to try to reach these outlying areas and stay out of metropolitan area 

Mr. Sermecet. That is right. And we have not been opposed to this 
direct loan program as such, 

Senator SpaRKMAN. You mean when limited. 

Mr. Sprecet. That is correct. 

Senator SpakKMAN. Well, you have observed it in operation. Do 
you feel it is being pretty well administered ? 

Mr. Sprecen. To my knowledge it is being pretty well administered. 
We would, of course, object to it if it was used as a substitute for 
the whole mortgage lending program. 

Senator Sparkman. Isn’t FNMA in essence direct lending? 

Mr. Srrecer. No; I do not believe it is. 

Senator SparKMAN. You buy the mortgage—isn’t that the same 
thing, and buy it usually with a prior commitment ? 

Mr. Srrecer. Well, it has not been working that way until the 
past year when they shut down. And I think the proposal as con- 
tained in S. 2103, which we support, incidentally, will permit FNMA 
to operate, sell out these 4-percent mortgages, and buy in these four 
and halfs. It will be a more effective operation so far as the Govern- 
ment itself is concerned, and at the same time, would do the very 
job for which FNMA was originally set up. 

Senator SparKMAN. That is as a secondary market ? 

Mr. Sprecen.. To act as a secondary market. 

Senator SparkMAN. You say sell out these 414-percent mortgages. 
How would they sell them ? 

Mr. Sprecen. Those will be on terms dictated by the FNMA Board. 

Senator SrarKMaAN. You would permit them to sell at a discount, 
if necessary ¢ 

Mr. Srrecer. They probably would have to be sold at a discount. 
It has been suggested they be sold at some price above the market 
price. And we support that idea, too, because we think the idea of 
getting this purchase reecipt, which would enable a mortgage lender 
to sell back to FNMA a certain percentage of his purchase, should be 
worth something to such a purchaser from FNMA. 

Senator Sparkman. To get the money revolving. 

Mr. Sprecer. Yes, sir. 

The Cuarrman. Let me ask you this: Do you feel that if Congress 
would give you what you are recommending, which is the bill. S. 2103, 
with the suggestions that you have made, the change in FNMA and 
the so-called one-for-one, giving the President the right to in his 
judgement lower and raise down payments and correct the regulation 
on VA mortgages, that we would be doing «bout al} that we could do 
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for the next, say, 12 months? Barring any unforeseen situations, do 
you feel we would have a good, healthy housing industry during that 
period 4 

Mr. Sprece.. I do. 

The Cnarrman. In other words, your organization would be pretty 
well satisfied with the situation directed along those lines ¢ 

Mr. Sprecet. That is correct, considering “the limitation of time, 
and the encompassing of this entire program which I have disc ussed, 
which we obviously could not do at this time. It would take lengthy 
discussions and so on, but I think we would be perfectly well pleased. 

The Cuairman. Any other questions? 

Thank you very much. We might want you to come back for more 
information a little later if we need you. 

Mr. Sprecet. Thank you. 

The Cuarrman. The next witness is Mr. William J. Levitt, Presi- 
dent of Levitt & Sons, Inc., Manhasset, N. Y. 


STATEMENT OF WILLIAM J. LEVITT, PRESIDENT, LEVITT & SONS, 
INC., MANHASSET, N. Y. 


The Crarrman. Mr. Levitt, have you a prepared statement ? 

Mr. Levirr. No; I have not, Mr. Chairman. 

The CuarrMan. You may proceed in your own way. 

Mr. Levirr. I come here today, not as a representative of any organ- 
ization, but merely as, might I say, a prophet, with honor. 

We have built more low-cost housing in the United States, I think, 
than any other private builder of history. I think that I have the 
equivalent of—I figured it out quickly—six senatorial terms in the 
housing business. So, I know a little bit about housing. 

The Cuarrman. How many houses have you built? 

Mr. Levirr. About 50,000, 

The Cuamman. Since World War IT? 

Mr. Levirr. Since World War II. 

I listened to the statement by Mr. Spiegel, and the questions you 
asked, and I originally came here today to talk on the one omission 
from the bill, which was the lower FHA downpayments. However, 
this hearing has developed a great many other ramifications, such as 
Senator Sparkman’s implication that the bond market ought to get 
support. Perhaps, I do not know. I do not know whether he was 
leading up to that or not, when he was talking to Mr. Spiegel. 

Senator SparkMAN. I never suggested that. 

Mr. Levirr. I just suggested that was an implication. 

Senator SparkMAN. No; not at all. 

Mr. Levirr. I would like to make this point, and I think I know 
whereof I speak—and Mr. Spiegel did not emphasize it sufficiently— 
that the building business is on the skids right this minute. I 
vehemently disagree with Mr. Spiegel’s aianel legislation on any 
kind of standby controls, or standby downpayment schedules. I 
think that schedule should go in, and if possible, it should be made 
even lower and more attractive, right this minute. 

The CHarrmMan. Wait a minute. You are disagreeing only on 
the point that you think it ought to go into effect immediately ? 


Mr. Levirr. No: I think it should hs ave gone in 2 or 3 months ago. 
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The Cuarrman. You think we ought to have lower downpayments 
now ¢ 

Mr. Levirr. That is right, sir. 

The Cuamman. Not on a standby basis, where the President would 
decide at a future time? 

Mr. Levrrr. No more than you have standby controls on automo- 
biles, or to buy a refrigerator, or anything else. A house is no dif- 
ferent. If you have a credit problem, put controls in, or if you are 
going to have standby controls put them in for the entire economy. 
Don’t just single out housing alone. 

I believe it is true today that we build or sell more houses than 
anybody in the country. We are building 5d0 per week, We are 


today selill 


. ¢ 92 percent of all our houses to veterans on a no-down- 
payment basis. All right, we have the financing. We are very for- 


tunate and unique perhaps, but we cannot sell, except for the remaining 
S percent, to the nonveteran, and we are not selling a luxury house. 
We are talking of $8,000 and $9,000 homes. We cannot sell them—— 

Senator Busn. Why? 

Mr. Levirr. Because they do not have the money, Senator. 

Senator Busn. They do not have the income? 

Mr. Levirr. I beg your pardon, Senator. These same people to 
whom we can sell—and this is also in answer to Senator Douglas, 
who is not here at the moment—those same people are paying from 
25 to 30 percent more in rent monthly than the carrying charges 
would be on these houses I am talking about. They do not have 
the cash for a downpayment. 

Senator Busu. I thought you said there was no downpayment. 

Mr. Levirr. That is the veteran. I said 92 percent of our business 
is to the veteran who is putting in no cash. The nonveteran—I am 
eoing to call him here the forgotten man—and I am a veteran—he 
has been completely F nored in this. 

I think, gentlemen, there has been too much polities, whether it 
be Legion, VEFW. or anything else, in the whole downpayment ques- 
tion. We now have approximately 16 million veterans of World 
War IT and the Korean conflict. Of those 16 million, the figures show 
that approximately 3 million have used the GI bill. That gives us 
a nice reservoir of about 13 million more. 

So the question is: Is the bulk of Government-insured housing in 
the U1 ited States to 20 TO the ve teran only, and do we say, “Let’s just 
forget about the nonveteran” ? 

The point has been raised on the so-called standby controls that 
perhaps we could get houses if we passed this bill in October, if we 
need cl t. Nov ‘ here | { ill isan expert, and I olive way to nobody in 


(yr 


this room. October is too late: it is too late right now. On our own 
plans, for instance, for next year we are now cutting back because we 
cannot conceive of this veteran market keeping up the way it is. The 


! nveteran n irket,. with this picayvune Ss percent that we have of the 
ll ¢ 1] 


LOO percent, se stTOuUsS Mm ly too small to gamble on. 


The ( HAIRMAN. You mean be ause the downpavments are too 
large? ~ 

Mr. Levirr. Because of the downpayment question. 

I believe Mr. Spiegel poll ted out that the $12.900 house of today 


is the $8,000 house of a dozen years ago. Once upon a time we had 
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a 10-percent down payment for a 36,000 house. But you do not have 
a 10-percent down payment for that equivalent house today; you have 
a 20-percent down payment. It just does not make sense. 

The question has been raised here by several of these gentlemen 
of the availability of mortgage money. There is so much that is 
rotten with all housing legislation that you could spend many, many 
weeks sitting here overhauling the entire thing -why there is no 
mortgage money; why we have duplicate processing of VA and FHA 
loans, with an extra bill to the taxpayer. ‘There are too many of 
those things, but I understood this discussion today was limited to 
this bill. ; 

As far as the bill itself is concerned, I think it was properly men- 
tioned in a press release that it is noncontroversial, and I agree. The 
only thing I am here for is on this important omission. lL believe 
those FHA downpayments should be reduced, that they should be 
reduced drastically, right this minute, without any discretion in the 
President of the United States or any other single individual. 

Che Cuarrman. In other words, you feel this committee or the 
Congress ought to do it, and do it today ¢ 

Mr. Levirr. I believe they should have done it 3 months ago, but 
they might as well do it tomorrow morning: yes, sIr. 

The CHairmMan. You feel even if the Congress gave the President 
this so-called standby authority that he ought to do it the minute the 
law is passed ¢ 

Mr. Levirr. That is right, Senator. 

I understood when this bill went to the Bureau of the Budget 
and the Federal Reserve Board, that an adverse report was written. 
There was a question of inflation, and so on. I have discussed that 
with many people, including several Senators, and Congressmen, and 
ordinary businessmen, and everybody in his right mind laughs. You 
cannot talk to a retailer today about inflation. That goes all the way 
from a dry-goods store, to the automobile business, and housing. We 
can discuss theoretical economics all day long, but the fact is we can 
buy any single item to go in our houses, from a refrigerator to a 
Bendix, to lumber, or anything else, at a bargain price. There are 5 
offers for everything that we want to buy Phis goes all the way to the 
great big companies. 

The CuatrmMan. Is that true with the small buve rr. oF does it just 
apply to you, because you buy Insuch great quantities 

Mr. Levirr. As a matter of fact, the small buyer sometimes can buy 
cheaper than wecan. <A great many companies are not geared to Ssup- 
ply us with what we want. To pick up 5 or 10 or 20 of a particular 
product, a small buyer has an even bigger avenue of approach than we 
have. We can go only to a few: he can go to a great many. 

The CHatrmMan. Do you al tie ipate then a reduction in the selling 


: . Bye 
prices of housing In the future 4 


Mr. Li VITT. | do not anticipate it. senator. It is in effect rioht 
now. Pick up the New York Times on a Sunday, and you will find 
ads something like this: “Last 10 left. Finished basement given away 


free. 
You have not seen that ince the war. Phat has only bye wun to 


appear now, and it has been appearing for the last 2 or 3 months 
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Mr. Spiegel may have some facts other than what I have, but every 
single builder I have spoken to has told me that business was rotten, 
and this is as recently as yesterday before I got here. I think we are 
in trouble, Senator. 

The CuHamMan. Business is still good, but not as good as it was. 

Mr. Levrrr. That is perhaps so. 

Let me give you another example. W e do a lot of flying and from 
time to time we change planes, and we are in the market for another 
plane now. It is amazing the corporations that are getting rid of 
planes in order to reduce expenses, and these are big outfits. 

The Carman. Maybe the excess profits tax has something to do 
with it. 

Mr. Levirr. I am perfectly willing to get into that, if you want 
me to, today. 

I repeat, I did not come with a statement or anything like that, but 
I remember you Senators were gracious enough some weeks ago to 
write to me and say you might want to ask some questions. 

The Cuarrman. This committee is always interested in getting the 
facts. We want the facts, and we want witnesses that come before us 
to give us the facts and tell us exactly the situations as they see them, 
as they experience them each day. We try to deal with facts. 

Mr. Levrrr. May I make one comment. I believe Senator Bennett 
mentioned the availability of mortgage money and the flexibility of 
interest rates, and so on. It does seem rather peculiar that we have 
decided on a so-called hard money policy—let the chips fall where 
they may—but, as far as Government-insured mortgages are con- 
cerned, this is it, and nothing else. It is sort of carrying water on 
both shoulders. 

The CuarMan. In other words, there is no flexibility in our hous- 
Ing program ¢ 

Mr. Levrrr. We do not let the left hand know what the right hand 
is doing. 

The question of interest rates was raised some time ago, earlier in 
the year, when all of us clamored for an increase in rates. We said 
there would be a great availability of mortgage money. I believe 
that when we all said it—and I was one of them—we all meant it. 
But we did not know at that time that Mr. Humphrey was going to 
come out with a 314 percent bond issue. I think there is a very direct 
relationship between the bond market and the supply of money, as 
you raised the question, Senator Sparkman. I think there is plenty 
of money, loads of money, all over the United States, and there is 
plenty for mortgage money, but again it is a question of supply and 
demand. You gentlemen are offering Government bargains on the 
one hand and nonbargains on the other hand. It is only human 
to take the bargain. 

The Cuarrman. In other words, you think the down payments 
and the regulations on VA mortgages ought to be as flexible and oper- 
ate within the spirit of the free market, as Government bonds, and 
other things ? 

Mr. Levirr. I do not know whether the reduction of down pay- 
ments is going to do any good. You removed the last credit control 
on VA housing, with no down payment necessary. There is practi- 
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cally no builder in the United States that can get a 100-percent mort- 
gage. So, I say to you, let’s get these down payments lower. If we 

cannot get mortgage money, that is just too bad. Nothing will have 
baaveied anyhow. If you do not help us, and we do not get mortgage 
money, and our business flops, then the whole country does. 

The CuairMan. Any questions, gentlemen / 

Senator Busn. The question of getting the mortgage money really 
comes down to making the mortgage more attractive to the buyer, 
does it not ? ; 

Mr. Levirr. That is absolutely right, Senator. 

Senator Busu. The restrictions imposed upon the FHA and VA 
have worked against it. 

Mr. Levirr. We cannot go out and borrow money at 414 percent 
when Mr. Humphrey says, “Why not buy over here? It requires 
no servicing, or anything, and you don’t have to worry about fore- 
closure.” 

You know this business, Senators, is a very simple business when 
you boil it down to its essentials, but between us and you, we make it 
very complicated. But, it is really very simple, as Senator Bush said. 

The Cuairman. Mr. Levitt, let me see if I can sum up your recom- 
mendations. 

You approve the bill that is before us. You agree with Mr. Spiegel 
in every respect, except you think that the lower down payments ought 
to go into effect immediately, and that this committee ought to so 
stale. 

Mr. Levirr. That is correct, Senator. 

The CHarrmMan. You agree likewise with Mr. Spiegel in respect to 
the VA regulations in discounting on VA mortgages? 

Mr. Levirr. Partly. I agree that that would be a partial solution, 
not a cemplete solution. 

The Cuairman. But, you agree it ought to be changed ¢ 

Mr. Levirr. That is right, Senator. 

Senator SparKMaNn. Mr. Levitt, for the life of me, I cannot think 
of anything I said that would cause you to draw that inference that 
the Government bond market should be supported. I take it you do 
not believe it should be. 

Mr. Levirr. I think they should have at one time, but I think when 
we get toa certain point, it gets deflationary, I think it is so now. 

I would like to make one comment, although I am not running for 
office or anything. I do believe that we should face the fact whether 
we like it or not—and it is important with relation to this bill—that 
we are in a controlled economy. This whole economy of ours that has 
been built up, has become so ‘complex, that the laissez-faire policy is 
out the window from here on. The support of the bond market at this 
time is necessary—just as sometime ago support should have been 
withdrawn, now I think it is necessary again. When a Government 
bond begins to sell for 90, it is time to put on the brakes. 

Senator SparKMAN. Then, you believe the Government should sup- 
port the bonds? 

Mr. Levirr. Yes, I do, Senator. I am sorry you misunderstood me. 

Senator Sparkman. Yes. In fact, I thought it was rather incon- 
sistent for you to say the Government should not support the bond 
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market, and come in here in strong support of the mortgage market. 

Mr. Levrrr. I’m sorry, Senator. 

Senator SparKMAN. Your feeling is that perhaps we have gone into 
this thing a little too fast ¢ 

Mr. Levirr. Since you have brought it up, Senator, this is not a 
subject for this meeting, but may I say just one thing; | fervently 
believe that unless the Government does support the bond market. 
all these regulations about mortgages will be on paper only; there will 
be no mortgage money. 

Senator SparkMAN. I think I understand what you mean, and | 
think perhaps I am in agreement with you, that certainly support 
hould always be available to prevent or to halt deflation when we 
vet nto a deflationary condition. 

Mr. Levirr. There was a very interesting aricle in Business Week 
about 2 or 3 weeks ago. I do not know whether vou know about it—— 

Senator SPARK MAN. I thi k we do. We have all heard it and seen 
it time after time. 

Senator Busu. You speak of supporting the bond market. What 
do you mean exactly by that Do you mean they should peg the bond 
market at par? 

Mr. Levirr. Not necessarily at par. We should get it where the 
inflationary trend ceases. 

Senator Busu. How would you do that ¢ 

Mr. Levirr. My own way of determination would be more or less 
on retail ales, automobile sales. (ro to any automobile dealer you 
wal o today and bry a car off the floor. He is over-stocked. 

I do not think there is any rule of thumb on it, but I think you have 
ufficient bureaus here that might be able to check on that. 

Senator Busu. It seems to me that is a very general statement, with- 
out any substantiation at all, if vou simply say the Government should 
support the bond market, but you do not say at what rate of interest 
or return. 

Mr. Levirr. Senator, I only know one thing, and it is a_ fact. 
The fact is that the basic industry of the country, building construe- 
tion, is suffering horribly and is about to go into a coma because it 


has no finances. In discussions I have been told that the finances 


would be available if the institutions making those loans could have 
their bonds sold at a price that would not give them too great a loss. 

Senator Busn. But, you said just a few moments ago there was 
plenty of mortgage money available: that it was purely a question of 
vetting the interest rate. 

Mr. Leverr. I beg your pardon, Senator. I said there was plenty 
of moi \ available for mortgages. There is a creat difference there. 
And I said further, that that money would not go into mortgages if 
that money could find a place where a greater return were offered. 
That is what I said. 

Senator Br sH. But. the point is, it is not the shortage of money. 
It is the shortage of interest. 

Mr. Levrrr. It is the unattractiveness of the return, in competition 
with Federal bonds. Federal bonds in turn, because of their price, 
make corporate bonds so much more attractive. 

Senator Busu. The rate of return should be considerably higher 
than the Federal return, should it not ? 
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Mr. Levirr. It should be a quarter of a point or half a point above 
Government bonds, that is correct. 

Senator Bennerr. Mr. Chairman, Mr. Levitt has mentioned the 
quotation from Business Week. Have you seen the latest issue of 
Business Week / 

Mr. Levirr. No, sir, I have not. 

Senator Bennerr. I would like to read a few statements. I will not 
read the whole page. 

Even with consumer demands at record levels, numerous industries have had 
to cut back production. They are taking their lumps while business generally is 
good. Yet, these questions remain: Will it be cleaned up before some big indus 
tries join the downturn where employment remains high and consumer income 
keeps rising, ready to pour a new pickup. Construction is still setting records. 
The building of industrial structures refuses to fall off, as predicted. Business 
spending on machines and fixtures is off to new records. Government-financed 
industrial building, which now amounts to 40 percent of factory outlays, con 
tinues to run ahead of a year ago. Privately financed new plant construction, 
after lagging a little, pulled ahead in May. These are just structures that have 
to be equipped, that promise strong demand for producers’ goods for months to 
come. 

susiness’ own estimates of its outlays for new plants and equipment, as is so 
often the case, continue to be revised upward. This year’s third quarter now 
promises to be the biggest on record. Outlays at an annual rate of close to $28 
billion will be 183 percent ahead of the third quarter of last year. Residential 
building may pull down the construction totals before the year is out, but there 
is no sign of a slump so far. Value of work in place in new dwellings in May was 
814 percent over a year ago, which is about in line with gains in earlier months. 

In other words, we are not, in my opinion, in the beginning of a 
slump—there are no signs of this depression that we hear about. ‘These 
figures would indicate, taking the construction industry as a whole, 
that it is looking forward to a wonderful year. While there may be 
some soft spots in residential construction, that does not mean that 
all the carpenters and the bricklayers are going to starve to death. 
They may have jobs in this increase in nonresidential construction over 
last year. 

Mr. Levirr. Senator, may I just take one moment to comment on 
that ? 

I agree with every word of that. That is exactly the point T made 
about planning. All those figures there are the result of planning of 
a year and a half and 2 years ago. You cannot stop it when the com 
mitments have been made to produce. There are three gigantic office 
buildings being built in Dallas, Tex., today. ‘Those plans were all 
made and nobody knew of any truce in Korea when they were made. 

I will go on record right now to say that all you have read there 
spells trouble. They will go ahead—there is no argument on it- 
because you cannot stop it. 

Senator Bennerr. Do you think that because it spells trouble we 
must immediately begin to pump it up to still higher levels, so there 
will be more vacancies, in order to maintain for a brief period of time 
this very high level of employment, the highest in the Nation’s history ? 

Mr. Levirr. I believe you have to take steps now. Anything you 
do now, for instance, in passing these lower downpayments, will only 
take effect next year. You do not have time. If you wait until next 
vear to do it, in the meantime we create unemployment and sit on our 
$ . , ‘ oa . “ 
hands and do nothing. What you pass now will be in effect for next 
year. It is not for now. 
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Senator Bennerr. You feel we are coming to a day where there 
will be a sudden and complete drop off? I do not think the Ameri- 
can economy is that rigid. 

Mr. Levrrr. Check your builders’ groups, and check the con- 
struction industry on what their plans are. They have to plan now, 
and they know their plans now, just as I can tell you my plans now for 
next year. Find out what the plans are for next year. 

Our plans for next year are a 50-percent cut from this year, and 
that means we do fire people. We have got to. 

We are planning and planning right now, because we do not be- 
lieve, in our industry, that this current veteran market can keep up. 
We cannot get the nonveteran market—in effect, we have not, since in 
our case it is only 8 percent out of the 100 percent. 

Senator Bennerr. One other question: Do you believe the present 
market is normal and should be maintained at this rate, or is the 
actual long-range market something less than the present ? 

Mr. Levirr. No, I think the long-range market is substantially 
higher than the present. 

I disagree with Mr. Spiegel. A million units today, gentlemen, 
translated into 10 years ago, was a half-million units a year. That 
was depression building. I do not agree with Mr. Spiegel on his 
million units at all. I think perhaps it should be a million and a 
quarter or a million and a half. There will be $25,000 and $30,000 
houses built, but if you take a look around and see how many people 
in the United States are living in substandard conditions, I know if 
we get that million and a quarter or million and a half units a year 
what we sell today we will produce for $8,990. 

In 1950, about a month and a half before Korea, the market began 
to get loaded with refrigerators, with lumber, with everything. We 
got all our buyers in and we said, “Boys, start getting lower prices, 
we are going to reduce costs.” We were just at the stage of reducing 
when June 25 came and all controls went on and everything became 
scarce, and prices started sky-rocketing. We had just reached the 
point there in May of 1950, which was 5 years after the war, when 
prices were beginning to come down, and Mr. John Public was going 
to get a bargain. 

Senator Bennerr. Do you not think one of the present effects of 
the situation is that Mr. John Public is going to have a chance to get 
a bargain now ? 

Mr. Levrrrv. - isolated cases, but not at this rate. If we build a 
few houses a year, obviously we have to realize more per unit to make 
a profit. V aaa ‘only can produce profit. 

Senator Bennerr. We have heard about the big reduction in the 
number of starts in May. 

Mr. Levrrr. I do not believe there is anybody that knows what 
those starts are. You can go to the Bureau of Labor Statistics, Mr. 
Spiegel’s organization, you, or myself. We have no accurate infor- 
mation on it. We are working on an archaic system on starts. If 
this Congress would appropriate a quarter of a million dollars to get 
a system where we understood what the starts are all about—we just 
do not know what the starts are, Senator. You do not have any idea, 
and yet me give you an _ of our own job. Where we built last 
year, you had no record of any of our starts, for a very good reason. 
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We were in a place where no building permits were filed, and there 
was no record of it. Since then, building permits came in, so you re- 
port all our starts this year. If you were to use that and put it in 
your figures, you would find out the starts are double. But, they are 
not; they are exactly the same. 

That is the system we use. It seems a shame that we cannot get 
accurate information, but we just do not have it. 

Senator Busu. You said in passing that 92 percent of your bus’- 
ness is with veterans, is that right ¢ 

Mr. Levirr. Solely GI, yes, sir. 

Senator Busn. And the other 8 percent is nonveteran ¢ 

Mr. Levirr. That is right. 

Senator Busu. You have no other business, except that ? 

Mr. Levirr. That is correct, Senator. It is a very wide discrep- 
ancy, something we never had before, except for the first year after 
the war, when we sold to veterans only. 

Senator SparKMAN. The difliculty on those non-GI loans is not the 
scarcity of money, or the availability ? 

Mr. Levirr. No, we h: appen to have commitments. 

Senator SparRKMAN. It is the inability of the would-be purchaser 
to make the downpayment out of his own pocket. 

Mr. Levrrr. That is correct, Senator. 

The Cuarrman, If there are no other questions, we thank you very 
much, Mr, Levitt. 

Mr. Levirr. Thank you. 

The CHairMan. Our next witness is Mr. Samuel E. Neel, genera! 
counsel for the Mortgage Bankers Association, 


STATEMENT OF SAMUEL E. NEEL, GENERAL COUNSEL, MORTGAGF 
BANKERS ASSOCIATION 


The anes Mr. Neel, do you have a prepared statement ? 

Mr. Nrex. I do not have a prepared statement, Mr. Chairman. J 
left in front of you a statement of principles and recommendations, 
which I think most of you have been familiar with prior to the ses- 
sion, and that has certain recommendations of our association which 
deal with matters affected by this bill and other bills. 

(The statement referred to follows) : 


A STATEMENT OF PRINCIPLES AND RECOMMENDATIONS CONCERNING THE ORGANIZA- 
TION AND ADMINISTRATION OF THE FEDERAL GOVERNMENT’S HOUSING AGENCIES 
AND PROGRAMS 


(Proposed by the Mortgage Bankers Association of America) 
FOREWORD 


At its meeting held in Chicago, February 11, 1953, the board of governors 
of the Mortgage Bankers Association of America approved a report of its Wash 
ington committee, Dean R. Hill, chairman. Included were reports of the FHA 
committee, John F. Austin, Jr., chairman, the GI committee, James W. Rouse, 
chairman, and the Federal legislative committee, George H. Dovenmuehle 
chairman. 

These committee reports, as approved by the board, fix MBA’s objectives and 
policies for the coming months on various matters. They have been consolidated 
into one document. It is reproduced here for your study and information 

Brown L. WHATLEY, 
President, Mortgage Bankers Association of America. 
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PART I. BASIC PRINCIPLES 
Market acceptability 

For a number of years, the Mortgage Bankers Association of America has 
maintained that the price of money, like the price of any other commodity in 
a free economy, ought to be governed by laws of supply and demand. There is 
no more reason for the price of money, which is just one element in the cost of 
a house, to be artificially controlled than there is for controlling the price of 
the bricks that go into the house. 

It is the assumption of MBA that one of the principles now recognized by the 
administration in Washington is that the laws of supply and demand will be 
permitted to operate in the construction industry. With this in mind, we have 
seen the removal, or the promise of removal, of controls over prices, wages and 
materials. We, therefore, feel that artificial controls which still continue to 
operate in the field of financing should also be removed and the market should 
be allowed to seek its own level. Particularly, it is our feeling that loans which 
are guaranteed or insured by the Federal Government ought to be able to be 
disposed of by those who originate such loans, at par; and that this should be 
true whether the loans are on properties located in rural areas of the West or 
Southwest or on properties that are located in the urban areas of the Northeast. 

At the present time, the information which is available to us indicates that 
this is not the case. It is the exception rather than the rule today that the 
average FHA or VA loan can be marketed at par. For example: Our informa- 
tion indicates that the average discount necessary to dispose of a section 203 
FHA loan which carries a gross interest rate of 4144 percent is approximately 1 
point, with some sales reported for discounts of as much as 2 points. The dis- 
count necessary to dispose of an average GI loan which bears a gross interest 
rate of 4 percent varies from 1 point for properties located in the Northeast 
to 5 or 6 points for properties located elsewhere. In certain areas, FHA and 
VA loans today are not marketable at all. 

The FHA and the VA permit the originator of a loan to charge a service fee 
of 1 percent to compensate for the cost of putting the loans on the books. In 
our opinion, it is a mistake to require the discount at which it is currently 
necessary to sell an FHA or VA loan to be partially absorbed out of this service 
charge; yet this is what is currently happening. This simply means that a 
mortgage banker is compelled either to make the loan at a loss or to refuse to 
make it entirely. The VA permits loans to be sold at discounts only under 
arrangements which are complicated, susceptible to misuse, and which promote 
unrest and suspicion in the industry. 

It is our belief that the Federal Reserve Board as the appropriate Government 
agency should make an immediate analysis of the prices at which FHA and 
VA mortgages are being sold throughout the United States, and if the evidence 
available to us proves to be correct, the current rates of interest permitted on 
such mortgages should be set at such a figure as to make them generally market- 
able at par (in which case present VA discount practices could be abolished). In 
carrying out this analysis and in fixing the appropriate rate which the mortgages 
should bear on an economically sound basis, reference should be made to all the 
proper monetary authorities of the Federal Government, and in particular the 
ultimate decision on such matters should rest with these authorities which should 
consider this problem in its proper relation to the entire monetary policy of the 
United States. 

In no instance, in our opinion, should the Federal Government continue its 
program of supporting what is in effect a submarket rate on FHA and VA 
loans by authorizing additional funds for the direct purchase of such loans 
hy the Federal National Mortgage Association. Unless a marketable rate is 
permitted, the demand for additional FNMA funds is bound to produce a 
problem in the near future with the result that the Treasury will be called 
upon for additional deficit financing to supply these funds. 

Further, the rate carried by debentures offered by FHA in exchange for 
foreclosed property should also reflect market acceptability. This is not the 
case today. (FHA recognized this principle on March 23 when the rate on 
lebentures with terms in excess of 10 years was increased to 234 percent.) 


Wore private risk with less Government control 

MBA recognizes that it is inconsistent for private industry, while criticizing 
the Federal Government for encroaching on its business, at the same time to 
request additional governmental assistance for its own operations. 
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The association recognizes the services which the Federal Government has 
given to the home financing industry since 1934 in providing a system of mortgage 
insurance Which has enabled mortgages to be traded in freely across State 
lines. Nevertheless, it is our opinion that to the maximum extent possible, our 
industry ought to make every effort to reduce the amount of Government support 
while at the same time continue to produce the number of houses needed at the 
present time, For example: The pool risk principle of insuring mortgages could 
be considered as an alternative to the 100 percent insurance which we virtually 
have today on all FHA titles of insured loans. To the extent that this practice 
could be adopted by the industry, it would lessen the contractual obligation of 
the Federal Government to issue debentures in the event of default in FHA 
loans It would be highly desirable for the responsible governmental office 
to study the possibilities in this field 

This study could also well include the question of whether the principle of 
mutuality, as now embodied in the FHA insurance program, is serving any 
useful purpose or whether it could be eliminated, with the savings accruing 
therefrom passed on in reduced charges to borrowers 


PART II SPECIFIC RECOMMENDATIONS AFFECTING GOVERNMENT HOUSING PROGRAMS 


TI Public Housing Administration 


It is increasingly clear that private industry is producing new housing faster 
than new families are form and faster than the growth of population in 
most communities Competition of the new housing is now stimulating the 
rebabilitation of our older housing. Therefore, the Government's role in subsi 
dizin slum clenrance and ] li housing by local communities should be 


reexamined to determine 

(1) Whether the original objectives of the program have been fulfilied: 

(2) Whether these objectives are still valid and to what extent they are the 
responsibility of the Federal Government 

(3) Whether conditions are now such that the program should be abandoned 
or altered 

We believe that the responsible governmental office should investigate and 
report on these questions and should be guided in its study by the following 
principles 





(1) It is the responsibility of our society to eliminate our urban slums and 
provide decent housing for all income levels 

(2) This is primarily the respoustDility of the housing industry and of the 
States and cities 

3) Local programs of urban redevelopment and neighborhood rehabilitation 
and conservation should be rigorously encouraged 

(4) The role of the Federal Government should be only to extend such 
limited aid as may be required to assist local communities to fulfill their re 
sponsibilities It should be extended in a manner calculated to promote a 
maximum of local initiative and a minimum of Federal direction and control 

Until the study proposed above is completed, it is our belief that the Public 
Housing Administration should not be permitted to authorize the commence 
ment of any public-housing projects beyond those provided for in the Independent 


Offices Appropriations Act of 1952 (This would permit the Public Housing 
Administration to go ahead with all projects which were actually out for 
hid, or further along, as of the date of this memorandum, but would prevent 


the awarding of additional contracts. ) 
Housing and Home Finance Agency 


We suggest that a complete reorganization of the Housing and Home Finance 
Avene \ should be considered by the responsible governmental office This office 
should weigh all the advantages of separating those self-supporting agencies 
dealing with credit, such as the Federal Housing Administration and the Home 
Loan Dank System, from those agencies administering direct Federal loans 
and grants-in-aid programs, both of which are now grouped under the Housing 
and Home Finance Agency. 


We believe that the Housing and Home Finance Agency should act solely 


as a policymaking and coordinating body, leaving all administrative duties te 
the agencies themselves. 
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Federal National Mortgage Association 

This Government corporation has authorized Treasury funds which total at 
the present time $3.65 billion. Of this amount, as of March 1953, $111,400,000 
is invested in defense housing mortgages, and $1,050,300,000 is committed for 
the future purchase of such loans. The remainder of $2,488,000,000 authorized 
has largely been used as a primary market for mortgages which carry interest 
rates too low to be acceptable to private investors. 

The FNMA, therefore, no longer provides the secondary market for which 
it was originally designed. 

We are of the opinion that if the principle is adopted of setting interest rates 
on VA and FHA loans at a market-acceptable rate, FNMA funds which have 
been used for the purchase of these loans can be made available for the purchase 
of such defense-housing loans as private industry will not purchase, and that 
presently authorized FNMA funds may be adequate for these purposes. We 
further believe that private funds will provide a substantial portion of the 
defense housing required if realistic interest rates are permitted. 

We believe that FNMA or a similar organization is, however, required to pro- 
vide a true secondary market, but we are opposed to the authorization of addi- 
tional funds for this purpose. If VA and FHA are permitted to guarantee or 
insure loans with realistic and effective interest rates, we believe that FNMA 
can, through the amortization, liquidation, or sale of its assets, provide sufficient 
funds for the requirements of a secondary market and place no further burden 
on the Treasury. 

We are also of the opinion that FNMA should be reorganized with the active 
participation of private industry and that a program should be started now look- 
ing to the eventual ownership of FNMA by private industry, with adequate safe- 
suards to Government and the public. 

Defense Production Act extension (credit control and rent control) 

In spire of the Korean engagements and the rearmament program, we are of 
the opinion that the law of supply and demand will operate successfully in our 
industry, and that we have sufficient labor and materials to take care of the 
housing needs of the Nation as well as its commercial and industrial needs with- 
out resorting to price and wage controls, credit controls, or materials controls. 

We have built an average of over 1 million homes a year for the last 6 years 
so that the housing supply has outstripped the growth in population in most 
communities. We believe, therefore, that Federal rent controls can and should 
he terminated on April 30, and the imposition of such controls as may be found 
to be essential should be left to local discretion in defense areas. We believe 
also that unless conditions change between now and the date on which authority 
to impose credit controls would expire under present legislation, the authority 
to impose such controls should not be renewed. 


Collection of housing statistics and research programs 

Accurate statistics are vital to the housing industry, but there are serious 
doubts as to the adequacy of available statistics now being compiled by the 
Federal Government. We, therefore, believe that the first step is to provide 
adequate appropriations for the collection of such statistics by the Bureau of 
Labor Statistics. A second step we suggest is that the responsible govern- 
mental office include in its studies the question of what statistical and research 
programs should be continued and which agencies should have the responsibility 
of carrying them out. 


The Federal Housing Administration 


1. Improvement in financing for existing houses.—It is becoming more and 
more apparent that for home construction to exist on a healthy basis for the years 
to come, more emphasis will have to be placed on the modernization and rehabili- 
tion of older houses. It is generally true, we believe, that up to date, the main 
emphasis in the FHA insurance program has been devoted to the problem of 
adequately financing construction of new houses. <A new house today is a used 
house tomorrow, and with the tremendous number of new houses built in the 
United States during the last 5 years, it is easy to see that the problem of 
financing the rehabilitation of used houses will inevitably loom larger and larger. 

The vehicle available for financing such modernization and rehabilitation of 
existing structures today in the FHA program is known as title I. It is our 
opinion that the general principles under which title I operations are conducted 
are not well suited to these problems as they have become clarified in the last 





HOUSING ACT AMENDMENTS OF 1953 97 


year or so. For example, title I loans have an unusually short maturity; title L 
loans carry a disproportionately high interest rate; the limit on the amount of a 
title I loan is fixed at such a low figure as to make the program unworkable with 
today’s high building costs; and, finally, in most instances a title I loan when 
made is usually subject to prior indebtedness. It is our opinion that all of these 
characteristics of title I loans must be changed in order to enable those who need 
rehabilitation of existing structures to finance this necessary work in an 
acceptable fashion. 

On the other hand, one of the principles in the title I operation that ought to 
be retained is the relative simplicity and ease with which such loans can be 
made. Our specific recommendations as to changes in the title I program are: 

(a) The proposed increase in title I insurance authorization should be ap- 
proved. (This recommendation has been put into effect by the enactment of 
8S. J. Res. 27, 88d Cong.) 

(0) Operations under title I should be revised along the following lines: 

(1) Section 8 should be revised to permit loans to be made up to $7,000. 
‘This section covers loans on new structures. ) 

(2) A new subsection should be provided for insurance of a mortgage loan 

. on existing houses in amount up to $7,000 for the purpose of rehabilitation and 
modernization; such loans to have maturities up to 20 years; provide for an 
additional servicing fee; and carry an interest rate equivalent to loans made 
under section 8. 





(NotTe.—The present underwriting requirements of title II prevent it from 
being able to cover this type of loan. Rather than change title II require- 
ments, it would be preferable to create this new subsection in title I.) 


(3) Provisions of classes 1 (a), 1 (b), 2 (a), 2 (b) should be retained. 

2. Additional insurance authorizations should be provided for FHA title IT, 
ete., operations when necessary. The maximum amount of an FHA title II loan 
should be increased to $20,000; the ratio of loan to value in the various title IT 
categories should be revised to iron out irregularities and disproportionate down- 
payment requirements. 

3. FHA authority to insure loans under titles VIII and [IX should be extended 
but operative only in accordance with specific and detailed military requirements. 
It should be recognized that the principles of market acceptability as set forth 
in part | of this statement must be applied to these loans, and that the special 
risk involved in these loans must be given consideration. 

4. Consideration should be given to authorizing the collection of an increased 
origination and monthly servicing fee where FHA mortgages are made on prop- 
erties situated in remote areas having no satisfactory local lending agencies. 
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> An analysis might be made by FHA of the cost of originating and servicing loans 
in such areas, and if the cost proves to be in excess of the presently allowed fees, 
such fees should be increased. This would be a major factor in securing increased 
i lenders’ interest in loans in such areas. 

‘ 5. Authority to handle credit examinations, appraisals, and inspections cover- 


ing loans which are ultimately guaranteed by the Veterans’ Administration 
should be transferred entirely to FHA. (See comment below under the Veterans’ 
Administration. ) 
6. The method of appropriating money for FHA administrative expenses should 
i be revised so as to permit FHA in its discretion to utilize a certain proportion 
7 of its income for such purposes. The overall percentage limitation on this ex- 
penditure should be subject to review by Congress, but within such limits FHA 
should be permitted to expend its funds as it determines best. 

7. Underwriting practices now in effect in connection with section 207, loans 
on low rental projects, should be simplified and made more realistic. In this 
revision, the special financing needs in redevelopment areas should be considered, 
and it should be made flexible enough that the needs of diverse communities can 


be met. 
‘ 8. Section 218 should be continued, expanded, and improved with certain 
: minor technical processing amendments. Cooperative housing is one answer for 
providing housing for middle and lower income groups and in itself can solve 


some of the needs which create the demand for public housing. 

9. To provide adequate refinancing on sales of existing housing, section 203 
should permit FHA to issue dual commitments on such houses; to insure con- 
struction advances to builders based on appraisal of the structure “as is,” and a 
firm commitment to a satisfactory borrower based on an appraisal of the struc- 
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ture assuming FHA required improvements are completed, with downpayment 
requirements similar to those covering new houses. 

10. FHA’s various insurance programs under section 205 (b) should be con- 
solidated 

11. Operations under sections 203 (d), 609, 610, 611, and under title VII 
should be terminated (Operations under these sections were designed to fill 
special needs when they were originated. Either the need is past or their use to 
fill the need for which they were designed has not met expectations. They are 
now either obsolete or could be eliminated. ) 

12. The principle of the “open end” and the “package” mortgage should be 
adapted to FHA operations. 

13. The various forms now in use by FHA should be reviewed and obsolete and 
unessential forms eliminated. 

14. Consideration should be given to removing FHA from the Housing and 
Home Finance Agency and returning it to its status as an independent agency 
for administravive operations. 

15. We suggest the appointment of a committee of 5 members to serve as ad- 
visers to the FHA Commissioner, 1 member of the committee to be chosen from 
each FHA zone, and members to be appointed by the President and to be repre- 
sentative of various types of private lenders 


The Veterans’ Ad nistration 
1. Continuation of direct lending program.—The direct lending program is 
largely a product of the artificially pegged interest rate. The proper alterna- 


tive is to remove the artificial controls which block the flow of money to all 
areas of the country as set out in part I of these recommendations. By providing 
a rate adequate to cover the higher cost of making investments in remote areas 
(or a higher origination and monthly servicing fee for lenders making such 


loans), investors will reach out into most areas of the country and make any 
increase in the direct lending program unnecessary. The presently authorized 


revolving fund should be adequate to provide for the few loans in remote areas 
which should be made but for which no private market can be found, and the 
program should be limited to such cases, with no additional funds appropriated 
and the rate of interest carried by such loans revised. 

2. Benefits accumulating to veterans by aimalganation of portions of the VA 
and FHA lending program Reduction of governmental expense, simplification 
of Government procedure, and savings in expense and time of private builders, 
lenders, and veteran borrowers could all be effected if activities involving the 
appraisal, credit examination, and property inspection for loans insured by 
FHA and for loans guaranteed by VA could be combined. 

rhe unnecessary delay, confusion, and cost involved in the present operation 
of two parallel systems of underwriting mortgage loans are enormous. A builder 
of houses for sale (not knowing who his purchasers will be or how they may 
wish to finance their purchases) must now arrange so that either FHA or VA 
financing may be obtained. This means the payment of 2 appraisal and insnee- 


tion fees: it means negotiating with 2 agencies and conforming to 2 sets of re- 
quirements Builders have stated that the cost of working with 2 agencies 


mav add as much as $200 to the cost of a house. 

The mortzi lender is placed in almost as great a quandary as the builder. 
He, too, is faced with delay and uncertainty, with participation in multinegotia- 
tions and increased cost of getting the loan on his books. In the end, of course, 
the borrower must absorb these costs. This situation could be readily remedied 
by legislation authorizing and instructing FHA, through its established field 
offices, to do all appraisal, credit examination, and inspection for all Government- 
insured or guaranteed loans and to charge a fee for such work, the one fee to be 
applicable irrespective of whether the loan was finally financed under FHA or 
VA. At the same time, it would be necessary by legislation to instruct the VA 
to utilize the underwriting facilities of the FHA. It would, of course, also be 
necessary to permit FHA to make such expenditures from its fee income as would 
be necessary to maintain a staff adequate to carry out its present and the added 
responsibilities 

3. Importance of the loan guaranty service—The Veterans’ Administration 
has not adequately recognized the size and importance of the loan guaranty pro- 
gram with relation to its other staff functions. We helieve the status of the 
loan guaranty service should be improved ; the director of the service should have 
a position and title commensurate with his responsibility, and he should have the 
benefit of his own counsel experienced in real estate law. 
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Mr. * Neen. The se ession this morning is prim: arily, s | underst: and it, 
for the purpose of commenting upon the provisions in 8S. 2103, which 
is before you. As far as that bill: and its provi sions are concerned, the 


association which I re beet nt does not object to any portion of the bill, 
and we have no partic ilar statement with reference to other items 
which ought to be ineh iled tn it. 

There are 1 or 2 matters, however, that we would like to put on the 
table for your consideration. 

The mortgage man, in this kind of a situation, Senator. is the mid- 
dleman, and he is caught both coming and voing r The m ritgage man 
is the individual who attempts to bring toge ther the individual who 
wants to borrow the money and the investor who wants to lend the 
money, and in the situation we have today it is a very prec arious 
existence, and we have to be careful that we re present not only our own 
best interests but the best interests of the « ‘ountry. 

Mr. Levitt and others have spoken about the availability a mort- 
gage money. The figures indicate that in the few months of this year 

nore money has been put into mortgages than in the chieiiable 
sted of last year. For e xample, for the first quarter of this year 
recordings of mortgages of less than $20,000 are up 12 percent. And 
for the month of March, they are ve 17 percent. That indicates that 
more money is flowing into mortgages, although it is pert fectly obvio us 
from the conversi itions you have hi ad wee morning that more money is 
not flowing into FHA and VA mortgages. A large Pe of it is going 
into conventional loans, and there you come right up against the situa- 
tion that has been described to you this morning, and which we have 
described to you briefly. That is the fact that 2 mortgage is like any 
other « ommodity, and it seeks its market. If the market it restricted 
on certain kinds of mortgages you cannot meet the competition that 
other mortgages or other forms of investment carry. You will not 
see that type of commodity sold freely today. 

As far as the FHA is concerned, and the provisions of this bill, you 
will find in our recommendations, which are an overall set of princi 
pales, that we would support Mr. Spiegel’s statement with reference 
to an increased ability to make title [, section 8 FHA loans for the low- 
est class house. 

We would suggest, if your committee considers amendments to this 
bill, that the aPEee limit to the amount of title I, section 8 ‘loans 
could well be in ised to pl ‘ovide the lowest class of houses in the 
smaller communities. 

We would also make a suggestion to you that you consider in terms 
of this FHA legislation the effect on an investor who, aoe an FHA 
loan goes into default today, secures Sa the FHA a debenture which 
carries under section 203 a term of 3 years longer than the : maturity 
of mortgage and an interest rate of ay percent. It is, in effect, a 
Government bond. At least, it is in competition with Government 
bonds 

There are some large investors today who, according to the best in- 
formation we can get, are reluctant to invest in FHA mortgages, 
because if the worst happens and if they are offered debentures in 
exchange for their mortgages, the debentures they receive will be 
selling at substantially less than par on the open market—in other 
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words, at 234 percent for a 30-year debenture, on a 25- to 30-year 
FHA loan, whic h sells at substantially less than par. 

I think it is worth considering that the FHA does have the author- 
ity under the present legislation to increase that debenture rate to 

percent. I understand they are studying the matter. It would 
make the mortgages more attractive. 

Another method of approach on that, other than the interest rate 
approach, would be to reduce the term of the debentures. You have 
under other sections, FHA debentures which have a maturity of 10 
years. Those debentures, for example, are issued in exchange for 
closed property under title VIII of the military housing, and title IX 
loans. If, for example, in your discretion, you wish to issue deben- 
tures under section 203, with shorter maturities than 3 years, plus 
the original maturity of the mortgage—say, 10- or 15-year Aiken. 
tures—they would demand higher prices in the market and you would 
not have to approach it via the interest rate problem. 

One other matter with reference to FHA that is not in this bill, 
which is in our statement, is authorizing FHA to drop certain sections 
of this insurance program which have not been in use, but which might 
enable them to devote time and people to the other programs, and 
thereby save a good deal of money. 

For example, they have a section under which they insure loans, 
known as section 203 (d), which is known as insurance of farm loans. 
They have done practically no business under that section at all. 

They have a section 609, which is the insurance of loans for pre- 
fabricated housing. According to my information, they made 1 
manufacturer's loan in fiscal year 1953, and 6 dealers’ loans. 

They have a section known as 611, which allows them to make big 
loans where there are more than 25 houses built in a unit. They had 
3 projects insured under that section in fiscal 1953 

They have a section known as title VII, and they have yet to insure 
their first loan under title VII since that statute was enacted. 

It has occurred to us that although these provisions are not in this 
bill, that the committee might well consider whether it might termi- 
nate FHA’s insurance author ity under those particular sections, under 
which they are not doing any business anyway, for which they have 
to provide personnel and staffs in order to take care of the possible 
applications. It would permit FHA to devote its full time to the 
other sections, which are of use to our industry. 

With those few comments about things which are not in the bill, 
our formal statement about the provisions of the bill are, as I have 
stated to you, Senator, and if you have any questions, I would be 
happy to answer them. 

The CuatrMan. What is your thought on lowering the downpay- 
ments immediately by legislation, or giving the P resident the right 
to raise and lower them, if in his opinion it is in the best interests of 
the country, in the next 12 months? 

Mr. Neew. Senator, I think some of the members of your committee 
have stated what would be the lenders’ attitude at the present time. 
We, as lenders, have been accused from time to time of coming up here 
and objecting to direct lending, and at the same time, asking for higher 
interest rates and lower downpayments and longer loans. In this 
instance, I think we are trying to be consistent, and have been, to a 





PEELE 2 i NRE. 5 


EAE EN PRAT 





Sag SSS IRENE MBER TS LT ig = 


HOUSING ACT AMENDMENTS OF 1953 101 





certain extent. We do not believe—and I think I speak for most of 
the members of my industry—as lenders, that lower downpayments 
today would produce any significant amount of mortgage money, be- 
cause lenders are reluctant to make loans today with the downpay- 
ments such as they are. 

I am not trying to contradict either Mr. Spiegel’s statement or any 
statement as to what the nec essity of the building industry will be in 
the next few months, with his belief that you should legislate now for 
something that might be necessary in the fall. Or Mr. Levitt’s state- 
ment. He believes such downpayments ome be lowered immedi- 
ately. From my point of view, as a lender, I see nothing in the picture 
in the money market which would indicate to me that lower down- 
payments would be desirable from the lending industry’s viewpoint. 

The CHairman. Would it be undesirable ? 

Mr. Neet. In some respects I think it might be, Senator. I am not 
prepared to be categorical about this at all, because I think there are 
many uncertainties in the market today, and it is difficult to know 
where you stand. 

The CuarMan. I think the arguments in favor of the lower down- 
payments, as I gathered from these gentlemen, was to try to maintain 
the building industry and make it possible for people in the lower 
income brackets to own homes. I think that is their pomtacn. 

Now, my point is, would that injure the mortgage market? In other 
words, if at one time you took FHA loans at 10 percent down, and 
now you are getting 20 percent down, is there anything that would 
make a 10-percent downpayment for the moment any less desirable 
than the 20 percent, in comparison with 10 years ago ¢ 

Mr. Neeu. I think the uncertainties in the market today, and the 
fact that more people want mortgage money than there is available 
today at the right price—I am not prepared to say it is an evil or bad 
thing to do. I do not believe that it would be right for anybody in 
the lending business to try to attempt to say that lower downpayments 
are going to improve this situation. I can see some reasons why i 
would work in the reverse, but I certainly can see no reasons why it 
would improve it. 

The Cuamman. Having sold millions of dollars worth of merchan- 
dise on long-term in my business career, 1 was always more interested 
in the ability of the buyer to meet his monthly payments than whether 
he made a big or small downpayment. 

Mr. Neex. I think that is perfectly correct, from the retailer’s 
point of view, and there is certainly nothing I would say that would 
reflect on the builders in this case. But, from the lender’s stand- 
point, we look at it considerably different. 

The Cuarrman. Are there any other questions ? 

Senator Sparkman. It would step up the number of people seek- 
ing loans, don’t you think ? 

Mr. Neen. I think it would, Senator, undoubtedly. 

Senator SparKMAN. In other words, there would be greater pressure 
on the mortgage people, or, I should say, greater demand on the 
mortgage people to make loans. 

Mr. Nerx. That is exactly what happened when the VA turned 
loose their 5-percent control some months ago. There was an in- 
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creased demand. And,if you do not increa e the supply available, you 
almost make the situation worse instead of better. 

Senator SPARKMAN. I was assuming there would be plenty of money 
back here, walled up, waiting for release. : 

On the other hand, there would be an increase in the demand for 
money. 

Whether those pressures would apply, to step up the mortgage 


making or not, I was just wondering. 

Mr. Neen. I do not know, Senator. 

Senator SparKMAN. It is natural for the mortgage people to look 
for the best security possible. That is what you are arguing hoot is 
it not ¢ so ; 

Mr. Nee. I think the mortgage and investors, Senator. As I say 
the mortgage man is in the mid _ but the investor has more of an 
interest in this field, other than just looking for the | est deal. Some 
of the members of your shaedealiiod hate seen a good “pac ot literature 
that our association has been making available since this rate was 


increased, trying to convince investors. And. most of them do look 
for other matters other than just yield, on a loan. 

Senator SparKMAN. I want to say the letter your president put out 
was a very fine statement, with reference to this, but do I understand, 
though, that when the dow npayment is made smaller, the security is 
is proportionate ly weakened ¢ 

Mr. Nerv. I do not think that necessarily follows, Senator, although 
may peop ‘le in the investing business over a period of years felt that a 
man ought to | nave some stake in home ownership, and t] 1e refore mi ny 
investors have been reluctant to make no-downpayment loans. 

J think fioures have beet cited, and Mr. Levitt could probably 
show them to you, showing that experience has not borne out that fear. 
It does not nece sarily mean that when hard times comes, those people 


will defualt on their loans. The fear is still there, however, and I 
think most investors \ — say that when you sponse cle: ea, hang 
to a minimum, or nothin; , in their own minds, anyway, they are wor- 


ned about what happens when times get a little Ait 

The CHatrMAN. Do you have al \ facts or ypinio iS _ to whether or 
not, if the present dow ny Lyment rate is maintained, that there will be 
a big fallin og off 1 In th 1e bi iild une r of hew houses and des purchase of new 

Mr. Neev. [have no facts or figures, as an attorney for the Mortgage 
Bankers Association, which would indicate that people who are most 
dire tly concerned, the Llome Builde rs hasseietice. the N: ational As 
sociation of Real Estate Boards, feel that very seriously. I think they 
are entitled to thei r day in court, because I think they have better in- 
formation than anybody else has. We certainly do not have that kind 
of information at our finge rtips. 

The CHarrman. Any questions, Senator Bennett ? 

Senator Bennett. Did I understand you correctly to say that there 
was not—and I do not know how to put in words your own words— 
but I gathered that there is not an unlimited supply of mortgages; 
that the supply of money for mortgages is very tight? 

Mr. Neen. It is very tight. Senator. There are so many demands 
upon the large investors, in terms of financing capital expansion, and 
everything else, that the availablity of what money there is for 
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mortgages currently is extremely tight, particularly on the terms 
avail: ible on the loans guar anteed by VA, or insured by FHA. 

Senator BENNET?T. Influenced by the debenture situation, which 
you described earlier. 

Mr. Neet. To some extent, with reference to FHA loans. 

Senator Brenner. Then, if you increased demands by reducing 
the down payment, you widen this gap, and that is the classic basis for 
inflation. 

Mr. Neet, That is correct. I would not disagree with you. I would 
agree with you. 

The CHamman. On the other hand, of course, if you dry up the 
building of new homes and throw men out of employment, you also 
create that situation. 

Mr. Neen. There is no question about that, Senator. 

You have to decide where this line is, of ad ling to inflation sub- 
stantially, or taking the risk of a fall off, and that is the question. 

The Cuairman. That is where it requires good judgment, and that 
is Where good management comes into effect. It is not only running a 
little business or a big business, but running the United States Govern 
ment, which is a big business. 

Mr. Neev. That is correct. 

The CuarrMan. There, again, you get down te good judgment, as 
to what is the proper thing at the prope r time. 

Mr. Neew. Nobody in this industry is happy or contented with the 
present situation. We feel that the present situation-—those of us in 
the investing business— is a product of the whole monetary saat 
lem, and not just a question of mortgages. 

The CHatrmMan. In other words, a mortgage is no better than the 
ability of the man to meet his monthly payments, or his yearly pay- 
ments, or semivearly payments, is that correct ? 

Mr. Neeu. That is correct. 

The Cuarmman. That is the basis of a good mortgage, or a good 
loan, the ability of the man to meet his payments when they come 
due. 

Mr. Negev. That is correct. Ne body likes to foreclose the loan, and 
while they look for the underlying security, it is the responsibility 
of the person on the note that is important. 

The CHatrman. We want te re areful we keep the people who 
bought millions and millions of houses in a position to meet their 
monthly payments. 

Mr. Neeru. That is correct. 

The Cuatrman. Do you have any thoughts on this feature of the 
present bill, S. 2103, in respect to this so-called one-for-one matter 
Mr. Neet. We are not op yposed to that, Senator. We have doubts 
to whether it will work satisfactorily under today’s conditions, but we 

do not object. 

The CuatrMan. Do you think it is worth trying? 

Mr. Neen. Yes, sir; it is what they have been doing today. 

Senator SparkMAN. Mr. Neel, if I understand your testimony—and 
I want to be sure I am correct on this—it is this: You do not feel that 
lowering the down payment will necessarily stimulate the mortgage 
— ¢ In fact, you indicate it might even have an adverse effect. 

Mr. Nerv. That is correct. 
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The Cuarrman. You think it might be well to give the President the 
right to do this over some time, within the next 12 months, if, in his 
opinion, it is the proper thing to do? 

Mr. NEEL. Senator, the avail: ibility of such power would, in some 
ways, to people in our industry, produce a situation where many = 
in our industry would wait to see what was going to happen before 
they made advanced commitments. 

The Cuarrman. I cannot quite understand that. If a mortgage 
with a large down payment is better than one with a small down pay- 
ment, then I would think they could have no fear. 

Mr. Neet. I do not think so—— 

The Cuatrman. I do not understand your reasoning there, at all. 
I could well understand it, if it was a standby, on the basis that he could 
increase it, but if he is going to get the power to decrease it 

Mr. Neev. What I was attempting to say was, with a firm rule one 
way or the other, just like a firm rule by the VA on discounts, while we 
may not like the rule they made, we are much happier in our industry 
knowing what the rule is than wondering what it will be. And, the 
same rule would apply to the FHA. It is only when the situation is 
unsettled and rumors as to what action is going to be taken come out. 

So, from the practical point of view, the point you mentioned i 
correct, and I do not think you would find the association objecting i. 
the authority on the part of the President. We would not want ‘the 
committee members to believe, in our opinion, it would improve the 
situation today if it was put into effect. 

The CyHatrrman. You mean improve the money situation ? 

Mr. Negev. That is correct. 

The Cuatrman. I do not think it is intended to do that. I think 
it is intended to keep up employment, to keep up the sale of housing, 
and keep up generally the business in the United States, maybe not 
today, but in 6 months or in 12 months. 

I think that is the purpose of it, and I think any time any business 
or the Government fails to do it, trying to look forward for 12 months, 
I think they make a mistake. You have to be constantly on guard 
as to where you are going to be, and what you are going to be doing 
6 months and 18 months and 2 years from now. 

Mr. Negev. We look at it, properly so, I think, Senator, from the 
vantage point of the investor in this problem, and you will find in 
our statement part of what the Association of Home Builders has 
suggested. 

The CHatrmMan. Well, we are anxious to try to get the viewpoints 
of everybody and then try to do the proper thing, based upon the facts 
as we receive them. I think it is also our responsibility up here to 
try to clarify the viewpoints of each of the witnesses and a to get 
their viewpoint in relationship to what has previously been said by 
other witnesses. 

I think that those advocating lower down payments are doing so 
on the basis that it is necessary to maintain employment and sell houses 
in the future. I think that is their position, or I gathered it was from 
their testimony this morning. 

Thank you very much, Mr. Neel. 

Mr. Negi. Thank you. 








a 
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The Cuarrman. I do not know that this group has any interest in 
this, but the conferees on the control bill will meet with the House 
conferees at 2 o’clock this afternoon in the old Supreme Court room 
in the Capitol. 

We will recess this hearing until 10 o’clock tomorrow morning, at 
which time we will have as our witnesses the National Housing Con- 
ference; the Committee on Slum Clearance in New York City; the 
vice chancellor, Frank Howley, of New York University; William 
Zeckendorf, New York City; Richardson Pratt, Pratt Institute; the 
Rental Development Corporation of America; and the American 
Municipal Association. 

We will now stand in recess until 10 o’clock tomorrow morning. 

(Whereupon, at 12:15 p. m., the hearing recessed, to reconvene at 
10 a.m., Wednesday, June 17, 1953.) 
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WEDNESDAY, JUNE 17, 1953 


Untrep STates SENATE, 
ComMMITTER ON BANKING AND CURRENCY, 
Washington, pC. 
The committee met pursuant to notice, at 10:10 a. m., in room 301, 
Senate Office Building, Senator Homer E. Capehart (chairman) 
presiding. 
Present: Senators Capehart, Bricker, Bush, Payne, Goldwater. 
Sparkman, and Douglas 
‘he CHAIRM LN, The con imittee will please come to order. 
Our first witness will be Mr. Lee F. Johnson, executive vice presi 
dent, National Housing Conference. 
You have a statement / 
Mr. Jounson. I have, sir. 
The CHamrmMan. You may proceed in your own way. 
Mr. Jounson. Thank you, Senator. 


STATEMENT OF LEE F. JOHNSON, EXECUTIVE VICE PRESIDENT, 
NATIONAL HOUSING CONFERENCE 


Mr. Jonnson. Mr. Chairman and members of the committee, my 
name is Lee F. Johnson. I am executive vice president of the National 
Housing Conference, an organization founded in 1931 for the pur- 
pose ot helping to eliminate slums from es communities and 
to help secure adequate housing for all American families. 

We are supported entirely by individual aunsabetabiiek and con 
tributions. I believe that the committee’s records will show that we 
have supported every major housing bill beginning with the HOLC, 
the National Housing Act on through the Housing Act of 1949, and 
the middle-income bill of 1950 which was reported by this committee 
In 1950, S. 2246. 

We appreciate sincerely this opportunity to present our thoughts 
to the committee. 

In presenting this brief statement today, may I say that we do not 
oppose the recommendations of the Administration included in 8. 
2103. We recognize that the limited scope of the measure contains 
legislative actions that are necessary to continue Federal aids to help 
keep the homebuilding industry operating at a level that is important 
to our national economy. 

May I preface my remarks by commending the committee for re 
porting S. 1993 on June 10, with particular reference to interest rates 
on cooperative housing under section 213. 
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In today’s framework it is of utmost importance that equity be 
established between the Government-aided housing programs, and 
the promptness with which the committee met that situation is ap- 
preciated. 

Krom newspaper and other publication reports, we had anticipated 
a measure here today that would have recommended increased mort- 
gage ceilings, longer periods of amortization, and decreased down- 
payments on higher priced housing. Apparently the Administration 
desires to mi: ake more careful studies before such recommendations 
are made to the Congress. 

If that was the conclusion, we concur in its wisdom. 

We are all aware of the fact that the Housing Administrator has 
stated many times that his first assignment is to make a complete 
study of our Nation’s housing problem. On the basis of his study, 
he will later make appropriate recommendations to the Congress. 

The proposal of a Presidential Commission to study Fe deral, State, 
and local relationships in the welfare field, which is sponsored by 
Senator Taft, would include, we are assured, a careful and construc- 
tive review of the low-rent housing program as included in the 
Housing Act of 1949. 

May I say that we, whose primary interest in the field of housing is 
that of the customer, most respectfully suggest to this committee that 
it, too, engage in a careful review of our entire housing problem, 
because the people of this country look to the basic legislative commit- 
tees of Congress as the primary protectors of their interests. 

We of the National Housing Conference applaud the administration 
for taking an overall look at the Federal Government's responsibilities 
in the field of housing. We will welcome the contributions that will 
be made by a Presidential Commission. But, when all is said and 
studied, legislative action will have to originate here. It is our hope 
to cooperate in every possible way with all housing-study groups. 

We recognize that the low-rent housing program is in no way a part 
of the measure before the committee. But we understood the chair- 
man’s invitation to appear today to apply to a general discussison of 
our Nation’s housing problem. In that connection there can be no 
genuine examination of the problem that neglects any of its segments 
and their relation to the whole. This, in our opinion, is no time to 
attack the housing problem piecemeal. 

Since passage of the Housing Act of 1949 we have been disturbed 
by the usurpation of responsibilities of legislative committees by 
Committees on Appropriations. This committee recommended and 
the Congress passed a measure calling for the construction of 135,000 
low-rent homes a year. ‘That program was never permitted to func- 
tion. The Nation’s housing policy of a decent home for every Amer- 
ican family has been a splendid but harassed declaration, indeed. Yet 
it was declared in good faith by this great committee and by the 
Congress itself, just 4 short years ago. 

Something is wrong, and a careful study is definitely in order. It 
should be one to define the Nation’s housing needs, with solutions for 
meeting them. It should not be used as a means of stopping or 
destroying existing housing gains. We most earnestly hope that a 
study will be made by your committee, you who are close to the 
American people and who are responsible for initiating legislation in 
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this field. We do not believe that the place to begin is by making 
it easier to build — finance luxury homes. 

At the time the National Housing Act (FHA) was adopted, the 
country was faced with grave problems of unemployment. Few peo- 
ple recognized the existence of a housing shortage, and many claimed 
that there was a surplus of housing in the light of the then prevailing 
economic conditions. The major purpose of the bill was to provide 
employment through residential repair and construction. Since em- 
ployment was the major objective, the administration and the Con- 
gress sought to encourage construction with Government credit assist 
ance in any and all price and rental classes. 

These needs have now disappeared. We have no pressing need for 
housing construction to relieve unemployment. The Congress has 
recognized this in many acts seeking to limit excessive use of Federal] 
credit and to curb infl: ationary pressures in the economy. 

On the other hand, the Nation still faces a serious housing shortage 
which is most pressing for families of middle and lower incomes. The 
Congress has recognized this need many times, and most notably in the 
Housing Act of 1949, 

In recent years, the Congress has repeatedly acted on the principle 
that Federal aids should be extended to private housing serving the 
needs of families in the moderate-income groups who ¢ ould not obtain 
satisfactory housing without such Federal aids. 

The Congress has sought to encourage the extension of Federal 
credit to price classes and income groups whose acute need for hous- 
ing imperatively requires such assistance. 

We believe that the C ongress has correctly endeavored to encourage 
the private homebuilding industry to enlarge its efforts to build homes 
for every low-income group—to meet great social needs, to reduce 
costs, and to seek to serve income groups which private enterprise has 
not served in the past. We hope for more of that kind of legislation. 
We believe that private builders can do a far greater job of meeting 
the housing needs of our people, and we welcome Federal encourage- 
ment for them to do so. We hope that the Federal Housing Adminis- 
tration will serve primarily in the interests of the consumers expe- 
riencing the most pressing housing need, rather than as an agent for 
the homebuilding and financing industry. 

We do not believe such ends will be achieved on the theory that Fed- 
eral credit should be used to permit the building industry to market 
homes in higher priced classes rather than lower. We take it as a 
hopeful sign that industry spokesmen presented recommendations 
here scaled down somewhat from those that had been anticipated. 

Their proposal, however, would still direct m: jor Federal mortgage 
assistance into a price bracket much higher than a vast majority of 
self-sufficient families can afford. 

May I call your attention to the fact that half of the American 
families still have incomes of less than $4,000 and can afford homes 
costing less than $8,000 or $9,000. Less than one-third of all American 
families can afford homes costing as much as $14,000. Less than 5 per 
cent of all American families can afford homes costing $20,000 or more. 
Probably the greatest need today in approaching our national hous 
ing problem is an accurate, up- to-date market analysis of our housing 
need. “What is today’s need?” seems to us a fair question to ask. 

34951—53——8 
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Should Federal aid be extended to families in the highest income tenth, 
in the highest income third, or in the highest income quarter, when 


two-thirds of American families, 30 million or more, cannot buy new 
and decent homes in Many areas ot this country. 

We believe that the answer is self-evident. It is understandable that 
the homebuilding industry traditionally builds for the highest price 
and highest profit market before it concerns itself with the lower 
profit mass market. This tendency has been modified somewhat in 
recent years DY the poli ies which the Congress has adopted and which 
‘ed the building industry to build in the more moderate price 
asses becaulse mortgage terms were made available only for those 


We do not eriticize those incentives. We merely ask whether 
Federal credit incentives should be used to reinforce traditional weak- 
nesses of the industry or to build a stronger industry more capable of 
serving the needs ot the American people. 

If Federal aid is to be extended to that market, we then urge that 


safeguards be adopted to assure that the building industry does not 
use enlarged Federal credit aids to reduce the volume of building for 


families In more moderate Income groups. 

We believe that the volume of home building should be increased 
for families of middle income, both in the home ownership and rental 
h using fields. We believe that iui h more must be accomplished in 
his field than is contemplated under FHA or VA programs. 

We urge that the committee reexamine the extensive hearings that 

held before reporting the middle-income housing bill of 1950, S. 2246 
of the S8Ist Congress. The tools that were recommended then, with 
some perfect ion and extension, are more necessary today, in our opin 
ion, than ever. 

We urge that, before specific recommendations are made by the 
committee to encourage construction of higher-priced homes through 
Federal aids, the entire problem be subjected to much closer study. 
If, however, such legislation is recommended, we suggest that amend- 
ments be added to help insure the channeling of a much greater volume 
of building into the lower-price classes, , 

For example, we would suggest that each FHA insuring office be 
required to issue at least one commitment for the construction of a 
home in the lowest price possible class for each commitment for the 
construction of a home in the higher priced brackets. 

We believe that such an amendment would be a realistic safeguard 
that is necessary to protect the public and the Federal Government 
against exploitation of Federal aids solely for speculative profit and 
for housing of higher-income families. 

We propose that an amendment be included in the present bill 
which would establish local consumer advisory committees attached 
to each FHA district office. These committees should serve to pro- 
tect consumer interest in building activities receiving Federal credit 
assistance. 

We recommend also that amendments be included requiring a 
builders’ warranty of construction and authorizing deferment of mort- 
gage payments under specific circumstances of hardship. This com- 
mittee, we know. has given much consideration to suggestions of this 
kind. We urge that they be reexamined. Both of these measures 
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are intended to protect consumers against the hazards of the housing 
market. 

May we suggest also that at this time the so-called Gwinn amend 
ment which we added this year and last to low-rent public housing ap 
propriations be reconsidered. It requires, as you aed that no p 
son may be a tenant of low-rent pub lic housing if he belongs to a 
organization listed by the Attorney General as or he subversive. 

Responsibility for policing the amendment is placed on local hous 
ing authorities. They have been doing the best job that they knov 
how to administer it. Obviously it is substantive legislation, and it 
was obviously passed to hs ass the | abhi ) ing program. 

We make no argument that subversive persons should be housed 
public housing. It is the experience of the last year that very few 
such persons were discovered. In presenting the amendment, the 
rationale appeared to be that if the Federal Government is to give as 
sistance to families in desperate need of shelter, they would be lova! 
Americans. We acvree. 

What I wouls | urge this committee to review is, that if such investi 
gations are to be made of families of low income, then in all « equi ty 
similar limitations should be placed on all families receiving Federa! 
aid for housing whether it be in the form of mortgage guaranties o1 
assistance through public-housing aids. 

Not for one second do we have one iota of sympathy for Co mn mist 
wherever they may be in our economic structure. But we do object 
to questioning the loyalty of the very poor before extending then 
the assistance of their Government. and asking no questions of the 
well-to-do before extending them Federal assistance. Such a 
amendment would be no more difficult for the private entrepreneur 
administer that it is for the loeal housing authority. 

Senator Busn. Do you favor the amendment, or not ¢ 

Mr. Jounson. Senator, basically I have no objection to the amend 
ment. 


LO 


Senator Busy. Are you positively in favor of it: do you think it 
is good or bad? Would you repeal it if you could? 

Mr. Jounson. Yes; I would repeal it for administrative reasons 

Senator Busu. You would rather repeal it than expand it, as you 
sav here / 

Mr. Jounson. It is on the books; | am not objecting to it. but | 
think it should be expanded. It would be more practical to expand 
it than repeal it. May I say that. 

Senator Payne. In other words, you believe it. should be given re 
consideration and redetermination / 

Mr. J ONNSON, I believe it should be reconsidered. I do not be 
lieve that Federal aid should be extended to known Communists, but 

do not believe that one segment of the population, the low-income 
group, should be ferreted out as being suspected to being disloyal. 

I think it should apply to all, or none. 

Senator Busu. That I think is clear. You say if you are going to 


investigate A, therefore B and C ought to be investigated. That 
the substance of your argument here, but it is not clear whether you 
think the thing is important enough to expand it to cover B and ¢ 
or whether you think it ought to be dropped. 

Mr. Jounson. Senator, I am not trying to duck the question. | 


think it is important as I said before, that Federal assistance not be 
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given to persons who are disloyal to this country. I do not think 
this is the way to get at it, because I think disloyal people will lie 
on the statement they sign saying whether or not they are members 
of such organizations. 

But I say the Congress of the United States has determined that 
it is a wise policy for a certain portion of the people securing Federal 
aid. 

Senator Busn. Do you agree with that ? 

Mr. Jounson. I do not disagree with it. I do not think this is 
the way to get at it. 

Senator Busu. Then you do disagree with it. You are represent- 
ing a very important organization, here, and I am trying to develop 
vour thinking on the thing. 

' Mr. Jounson. I disagree with trying to get at the Communist prob- 
lem this way, but it has been done. It is a matter of record. 

Senator Busu. In other words, representing this organization that 
you do, you would do away with the thing if you had your choice, 
entirely ¢ 

Mr. Jounson. That is right. I would do away with it because I 
think it is meaningless. 

Senator Payne. You believe if the law is to stay as it is—that is if 
the law is to remain—that it should be reconsidered, in order to have 
it cover everybody who receives Federal aid and not just the low- 
Income group ¢ 

Mr. Jounson. That is right, and could I add one thing, Mr. Chair- 
man, in response to you, Senator Bush; I think that if this kind of 
a law is going to be on the books, then there should be some method of 
policing it so that it is meaningful. This is meaningless because all 
that is required and all that is required under the statute, is that an 
applicant or a tenant sign a statement to the effect that he does not 
belong to one of these organizations. 

I do not think that the persons we are trying to get at are going 
to sign such a statement honestly. 

Senator Busu. Do you find any objection exists to people’s willing- 
ness to sign such a statement ? 

Mr. Jounson. Very little. There have been a few cases around 
the country. I could not give you the exact figures, but I would guess 
a dozen in the country have refused to sign. 

Senator Busu. It is not an issue with the renters ¢ 

Mr Jonson. It isa harassing sort of thing. 

Senator Busun. Is it harassing? 

Mr. Jounson. It is harassing by reason of the expensive admin 
istration. It is not harassing to the tenants. Most of them are loyal 
Americans and they have no objection. 

Senator Busu. Where does it impose such a burden on the admin- 
istration ¢ 

Mr. Jounson. Just in the bookkeeping expense of getting out the 
forms, having everyone sign them and making reports to Washington. 

And then, it is costing whatever legal expense there is with the few 
who refuse to sign. 

Senator Busi. Does it have to be dealt with by separate forms to 
handle this particular inquiry ¢ 
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Mr. Jounson. Yes. There has to be a complete list and the list kept 
up to date of those organizations that the Attorney General says are 
subversive. It is not a major problem. It is a harassing problem. 

Senator Busu. It is not just a question of answering one simple 
question, “Are you a Communist ¢” 

Mr. Jonnson. No. “Are you a member of one of these organiza- 
tions ¢” 

Senator Busu. You have to give them the whole list ? 

Mr. Jounson. That is right and they have to keep that list up to 
date. 

The CHatrrman. You may proceed. 

Mr. Jounson. My comments, Mr. Chairman and members of the 
committee, have been general. The one point that I wish to stress, 
1s to reexpress the hope that the Committee on Banking and Currency 
will itself take a new and complete look at our Nation’s housing 
problem. 

It has not been met to any appreciable extent for families in the 
greatest need. We recognize that the results of the administration’s 
study will be available to you. We hope to assist those who will be 
engaged in that study in every way in which we may be permitted 
to do so. 

We hope that it will cover the whole scope of Federal aids to housing 
and not be limited to the low-rent public-housing program. 

We hope that it will be presented as a whole. Our interest is in 
a better housed America for all families. We want the homebuilding 
industry to prosper. We hope that the use of Federal aids will guide 
it into the areas of greatest need. 

We believe that this committee, and its counterpart in the House 
of Representatives, provide the forums to which all of us must look, 
if the answer to this problem is to be found, and if homes are to be 
built for those whose needs are most pressing. It is our hope that 
by the next session of the 83d Congress you will be ready to present 
a total program around which those who believe in America’s future 

can rally. 

Thank you very much, Mr. Chairman, and members of the com- 
mittee. 

The Cuarmman. Mr. Johnson, what do you consider at the moment— 
we are speaking now in general terms and not being specific : 

What do you consider at the moment to be the weakest point in our 
program ¢ 

Mr. Jonnson. I think the weakest point in the whole housing pro- 
gram, Mr. Chairman, is that families who are self-sufficient families 
and do not require any kind of subsidy or anything of that sort; who 
are able to pay from $50 to $85 to $95 a month for shelter, have not 
been able, under our existing programs, to secure the kind of shelter 
that their families require. 

In other words, we have not touched yet, the middle-income housing 
market. 

Senator Busu. The what? 

Mr. Jonnson. The middle-income housing market. 

The Cuarrman. I wonder if we, or the Housing Administrator, 
have any records as to the exact number of houses that have been 
guaranteed under FHA and other programs, let us say of $10,000 
and less. 
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[ nae! FHA . nnd F NM A, and other projec ts, the Gove rhnment has 
fuaranteed the mortgages on xX hundreds of thousands of houses. 
What percentage of them are, say, in the bracket of $20,000 to 
m80,000, Trom $10,000 to $20,000, and ‘from $10,000 under. from $5,000 
» SLOL000, and $5,000 and under ? 


Mi \i Nit RRAY. That ino? itior has been wuVva lable to the com 
hittee th past, but I do not think it is up to date. 

The CHAIRMAN, How b ga job would it be to have it put into this 
record TOMOrrow 

Mor. = Murray. I think it could be made available within a week. 

The CuatrmMan. I would also like to have. along with those statistics, 
the number of low-cost rental units that are actually in existence in 
the United States. 

Mr. McMurray. There is census material and FHA material. 

The CHatrMan. Those financed directly or indirectly by the Gov 


Senator BusH. Mr. Chairman. would you a sk that that be done by 
States¢ I think it would be interesting tothe Senators. 
ir. McMurray. That may be available that way. 

Phe CHarrMaN. If it is possible, get it by States and if it is impossible 
to vet i by states, get it by re@ions., 

Senator SPARKMAN, All the items due to be transferred have not 
yet been transferred, have they ? 

Mr. JoHNnson. What are you referring to / 

Senator SPARKMAN. In 1950, we provided for transfer of a great 
many of the war-housing projects to munic ipalities for low-rent uses. 
Phat was held up during the war. 

H nein v started transferring t anes 

Mr. Jomnson. Oh, ves. I do not have those figures, Senator Spark 

but most of the savticsilan projects you refer to have been 
tnsferred. Tam not sure but that the chairman’s question is directed 
however. to FH \ he using, rather than low-rent public housing. 

The Cuatrrman. I would think that the Housing Administrator 
would have this information. 


l think it would be well to make the statisties as s imp ‘le as possible. 
Y« night start out by saving. “The Government has f financed unde) 
this project X number,” and then break it down into categories and 
price 

Then low-rental under: “X numbers are in existence.” and then 


break it down by categories of rent. 
I do not think we want to oe nto the factors of number of bedrooms. 
| think we are just interested in units. If they can designate them by 
Z tisall right. 
Mr. Jounson. It is terribly basic, as to the need, Mr. Chairman. 


Phe Cuatrman. I assume it is quite a statistical job, although it is 


You think the big weakness in the eraunne is what, again ? 
Mr. Jonnson. I think the big weakness in the program, so far, 1s 


that no plan has been worked out or nana that would provide aids 
to the middle-income families of this country to secure—— 

Senator Busn. What do you mean by “middle-income,” Mr. John- 
son? What is middle income, as you.are using it there? 

Mr. Jounson. Senator, I use it as to their ability to pay. 
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Senator Busu. What is the bracket, is it $2,000 to $5,000, or $3,000 
to $8,000 4 

What do you visualize as the middle income ¢ 

Mr. Jounson. From $3,500 to $5,000, and somewhat higher. 

Senator Busu. You visualize that group as being able to pay $85 to 
$90 a month ? 

Mr. Jounson. No: I did not say that. Hou Ing has to be provided. 
As to their ability to meet monthly payments of $45 to $85 a month. 

The CuarrmMan. Well, traveling all over the United States, as I do, 
and have, my observation is that there have been literally millions of 
new, small houses built. It does not make any difference what town 
you vo into or what State or what section of the United States, there 

literally hundreds of thousands of new houses. 

The thing that discourages me about this whole business, when I go 
around, is, as | go into the larger cities and find these slum areas, 
where they have very, very, very 3 living accommodations—I 
think that is our big weakness. Our big weakness is these slums you 
find in the larger cities and some small cities, too. 

I do not mean it is confined to the large cities, but places where 
people are living under conditions that are certainly not desirable. 
It seems to me that the big problem or weakness in the program may 
well be our inability to solve the slum-clearance problem 

Mr. Jounson. Mr. Chairman, could I speak on that for just one 
second. 

The CHatRMAN. Yes. 

Mr. Jounson. I agree with you, the slum problem is probably the 
major blight on our whole democracy at this moment, but I inter 
preted your question to mean, in what area has the Congress itself 
not taken a position. 

The Congress passed, 1 in my opinion, an excellent act to deal with 
that problem. Now it has never been permitted to function effectively 
but nevertheless, it is still on the statute books. The area in which 
I think nothing has been done legislatively is in the middle-income 
group. 

I think we have to make the low-income, low-renta] housing pro 
gram work, and I certainly am not opposed to any reexamination of 
what we have done in the past. M ivbe the formula is not right. We 
have not been able to come up with a be ter answer. 

This committee and the postwar planning committee studied for a 
year on that and was unable to come up with a better answet 

The CuarrMan. You agree that you could go into any town in the 
United States, today, anc you could see hundreds and hundreds of 
new small homes ? 

Mr. Joimnson. Hundreds of thousands of them. 

The Cuairman. I meant hundreds in the respective towns. The 
sum total is several million. 

Mr. Jomnson. That is right. 

Actually when you get into the n onthly cost of those homes, it is 
from $75 to $125 or $150 a month, even for those which appear to be 
small homes when you fly over them, or pass by them on the train. 

The Cuatrman. I was thinking in terms of not so much the rentals 
or the price of the houses, as the fact that we have actually built sev- 
eral million hew homes in America in the last half dozen years. 
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All one needs to do to prove that to himself is to travel around. Get 
in your car and travel around. You will see all these beautiful new 
homes. Then you will go into certain towns, both small and big, and 
find certain slum areas in which the people are certainly living under 

very undesirable circumstances. 

It seems to me that is the big weakness of our program, if it has a 
weakness. 

It is impossible to build a new home for everybody, the first one you 
built would be getting old and would have to be rebuilt. You just 
cannot build a new home for everybody. 

I never lived in a new home in my life. I have always lived in an 
old home. I never moved into a new house. I have never been the 
first occupant of a house. 

It seems to me that is our weakness, if we have any. I am not pre- 
tending that I have the answer to it. I would think that if a stranger 
came to the United States today, from some foreign country, and 
wanted to be factual and he traveled in every State and spent weeks 
and weeks, that he would have to come up with the answer that we 
have done a good job building millions of new homes and apartment 
buildings and that we have not as yet solved the so-called slum 
problem. 

I believe that would be his factual conclusion. At least that would 
be mine. 

Mr. Jounson. I believe we can give you factual data on that. 

The Cuarrman. I think we have made some progress along that 
line. 

Mr. Jounson. We have made a great deal of progress. 

The Cuaman. I would say we have made much progress in that 
line, but I would say that would still be our weakest point. 

I think the reason we have not made more progress along that line 
has been due to the cost of construction. I think the cost of construc- 
tion is what is breaking our backs. Do you agree with us? 

Mr. Jounson. Very frankly, I do not, Mr. Chairman. That is on 
the slum-clearance and the public-housing program ¢ 

The CHarrman. Do you not agree that it is impossible to build a 
house for much less than $7,500 or $8,000 ? 

Mr. Jonnson. Yes, I agree with that. 

_ The CuairmMan. Whereas, if it were possible to build houses for 

3,000 and $4,000 and $5,000, you would immediately solve the problem 
of low rentals. It has gotten to the point where no one is able to 
build a house for, say, $4,000 or $5,000. 

Is that not the thing that has broken our back as far as low-rental 
housing is concerned ¢ 

Mr. Jonnson. In the middle-income brackets, yes. 

The Cuatrman. Well, forget the brackets. Is that not our biggest 
problem at the moment in supplying low-rental housing ¢ 

Mr. Jounson. It is one of the biggest, certainly, and there certainly 
must be ways and means of building : a decent house at less cost. 

I believe Mr. Levitt, who appeared here yesterday, has done an amaz- 
ingly fine job at that. 

The Cuatrman. I think he told us his houses are $8,900, or $9,000. 

Senator SPARKMAN. $8,990. 

The Cuarmman. To get rentals down to $40 or $45 a month, you 
have to get a house down to $4,000. 





HOUSING ACT AMENDMENTS OF 1953 117 


Senator Gotpwater. I am glad you brought up this matter of slum 
clearance. I agree with you, ‘I think it is the weak point in our whole 
housing program. 

I would like to ask Mr. Johnson if over the country his organization 
has not found this to be a stumbling block in the path of slum clear- 
ance. Most slums are located on valuable property of very low assess- 
ment that have a very high return to the owner. The less improve- 
ments they make, the more return they get. The matter of actual 
selfishness has crept into this which has stopped this slum-clearance 
program. 

Mr. Jonnson. That has been a major factor, Senator. 

Senator GoLtpwaterR. Do you know how that can be overcome ? 

Mr. JoHnson. When the housing becomes a public menace, I think 
it becomes a public responsibility to clean out those areas and do it 
with public powers. 

Senator Gotpwater. At the local levels? 

Mr. Jonnson. At the local levels. 

Senator Gotpwatrr. Have you found that exercised ? 

Mr. Jonnson. Not in many cities; no. Of course, you have a major 
problem when you try to do it locally. You are completely stopped in 
the first place if there is not some provision made for new housing. 

Not necessarily brandnew housing, but decent housing for the people 
you are going to evict. You just run into a local problem of having 
absolutely no place to put those people. 

You run into the local problem of financial inability to carry the 
whole slum-clearance and redevelopment load as a loca] financial prob- 
lem. That is where Federal aid comes in and that is where the Federal 
act is aimed to assist. 

Senator Gotpwater. Actually, the part of the Federal housing pro- 
gram aimed at slum clearance has not cleaned out slums in too many 
areas. They have merely provided some relief, but the slums still 
remain ? 

Mr. JoHnson. Senator, I do not have the figures with me, but I would 
like to have the figures in the record on what actually has been done 
in the public-housing program by way of slum clearance. 

I think you will find a surprisingly large number of the new low- 
rent housing programs which are on previously slum land, and there 
has been an amazingly good slum clearance job done. 

The law provides that it has to be done. Prior to the Housing 
Act of 1949, it was unit for unit, and I think you will find that law, as 
of today, has been 90 percent complied with. The problem you 
mention is difficult of achievement. There is not question of it and one 
of the greatest influences against the slum clearance programs are 
the owners of the slum properties, because it is a terrifically profitable 
operation. 

In some towns—they recently demolished a tract in Norfolk where 
I knew of one house for example that the owner had paid something 
like $700 cash for, a slum house. He had several families living in 
it, and his return in that house was about $1,000 a year. 

Of course, he wanted to hang on to that kind of an investment. 

Senator Gotpwarter. Do you have those figures available / 

Mr. Jounson. I can get them or the committee can get them very 
quickly. 
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Senator Gotpwarrer. Mr. Chairman, I would like to suggest they 
be secured. 

The Cuairman. That will be done. 

There is some merit to this suggestion you make of the Government 
guaranteeing these mortgages, that they must have low-priced houses 
as a part of their portfolio. 

There is considerable merit to that. 

I think the big problem is the cost of construction and what we need, 
above everything else, is a $5,000 house. 

Mr. Jounson. I agree with you, and the man who comes up with 
an answer is going to be a national hero. 

The Cuairman. Whether it be the Government or a private builder, 
if he puts $10,000 into a house, he has to | his $10,000 back. He has 
to get a rate of return on it comparable with his investment. That is 
just fundamental as we are sitting here. 


It seems to me the thing that is breaking our back is the cost of 
on. I do not know whether we have done a good job in 
that direction or not, of trying to solve the problem. 


Senator SpaARKMAN. I think there is a lot lh what you say, but let 
me ask you this question, Mr. Johnson—and this is one thing that 


construct 


has been disturbing me with reference to the testimony of the home 
builders, in favor of lowering the down payments: 

Over the last several years, while we have never taken action to 
compel the builders compel is not the right word—to require the 
builders to build a certain amount of housing than can be rented at 
a reasonable figure, vet we have tried to shape the legislation so as 
Lo pul emphasis on lower priced housing. 

That is one reason we offered the high insurance rate—that is 95 
percent—for lower cost housing and refused it as the price went up. 

If we change the amount of downpayment, which amounts to chang- 
ing the amount of insurance that the Government offers, are we not 
removing that emphasis on low-cost housing, low-priced housing ? 

Mr. JOHNSON, If it is the higher brackets you are speaking of. Sen- 
ator, | think that is right. 

Senator SPpARKMAN. I am speaking of all the way up. 

We insure from 95 percent up to $7,000. We put the figure at 
$7,000. It used to be down as low as $5,000. We have raised it, by 

essive stages, to $7,000. We put the high rate of insurance at 
that level, in order to encourage and in order to put the emphasis on 
low cost housing. 

Now they seek to vary the downpayments. It true they would 
14-percent insur- 


vary the downpayment on $7,000 so as to make it 97 
ance, would they not ¢ 

Mr. McMurray. They recommended that the downpayments be 

creased to—well on a $12,000 house it would be 7 pereent, 

Senator SPARKMAN. I want the lower one. 

Mr. McMurray. It would be 9 percent on the $8,000 and 8 percent 
on the diflerence up to S1L5.000. 

Senator SpPaARKMAN. They proposed to raise the floor from $7,000 
to $8,000 and put the 95-percent insurance on that. 

Are we not getting away from the things we have been trying to 
do if we adopt that plan? That is to try to put emphasis on the lower- 
priced housing / 
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Mr. JoHnson. Well, Senator. yes; I think we are getting away from 
it. 

Senator Sparkman. I am talking about the lower-priced housing 
that we provide for, here. We set the figure as $7,000 more or less 
as What we anticipated to be the floor. 

Mr. Jonnson. I think you are undoubtedly right, but I think it is 
also true that even when you had the prov ision limited to the $4,900 or 
84.800 house, whatever it was, no one built in that market because terms 
were too good in the higher cost housing. 

There was where the profits were. 

I do not know how you can force private enterprise to build in that 
field, in the $5,000 and $4,000 to $10,000 house. 

Senator SPARKMAN. Wecannot force them. but we can use the down- 
payment requirement in such a way as to encourage them in that 
market. 

Mr. JouHnson. That is where we would encourage them to build and 
not make it easier for them to build in the $12,000 to $25,000 bracket. 

Senator SparkMAN. Did you make specific recommendations as to 
what downpayments ought to be? 

Mr. JOHNSON. No: l did not. 

Senator Sparkman. What is your idea on that¢ Have you exam- 
ined the recommendations that the home builders made ? 

Mr. Jounson, Yes; I read their testimony, but without further 

tudy and counsel I would not like to answer that question. 

Senator Sparkman. What you are here for is to point out to us 
the great need in lower-priced housing ? 

Mr. Jonnson. Yes. What 1 am here for primarily, Senator, is to 
urge this committee to take another, and a very good look, at the 
whole problem. I do not think that it can be answered piecemeal, 
in the kind of legislation that we thought was going to be proposed. 
We have little objection to the legislation that is before this com- 
mittee, except as some features of it are dropped, but I do not think 
that is worth getting into. 

Senator SparkKMAN. But you believe that we ought to, as you say, 
take another look at the whole field ? 

Mr. Jounson. We believe this committee is the forum that is best 
equipped to study this problem and come forth with the kind of a 
program that will answer the Nation’s housing problem, 

Senator Busn. Going back to page 4, you say, “Probably the great- 
est need in approaching our national housing problem is an accurate 
up-to-date market analysis of our housing needs.” 

Do you suggest that this committee should conduct or make such 
an analysis ? 

Mr. JOHNSON. I suggest, Senator Bush. that this committee should 
request such an analysis be made by either the Bureau of the Census, 
the Bureau of Labor Statistics or the housing agencies. 

There are no accurate figures beyond about 1951. 

Senator Busu. The organization you represent does not have ac- 
curate figures on that? 

Mr. Jounson. No, we have no facilities for it. We depend on the 
Census figures and the BLS figures. 

Senator Busu. Then you say down at the bottom of the same para- 
graph—you speak of two-thirds of the American families, 30 million 
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country.” 

I do not quite understand that. “Thirty million or more people 
cannot buy new and decent homes in many areas of this country.” 
What does that mean? 

Mr. Jounson. That means that I changed my wording on it last 
night and did not change the 32 million figure. 

There are 32 million families in this country who could not buy 
homes that are being offered on the market. at $8,000 or up. They 
have incomes which would not permit them to. 

Senator Busu. What is the significance of “many areas of this 
country”? 

Mr. Jounson. There are some areas where they could. 

Senator Busu. There are? 

Mr. Jounson. Certainly, in the south, and in low-cost areas, hous- 
ing is being offered on the market for five and six thousand dollars. 
Not the best housing in the world, but it is decent housing. 

Senator Busn. Your estimate of 82 million families does not in- 
clude these people in those areas where it can be done, or does it? 

Mr. Jounson. I started by saying that I changed half of my sen- 
tence last night and did not adjust my figure. ‘It would not be 32 
million families. That is the total number throughout the country. 

Senator Busu. That is what I wanted to bring out, so there is an 
exaggeration there in that statement ? 

Mr. Jounson. Yes, there is. 

Senator Busu. I have one more question : 

On page 7 of your statement, you say, “One point I wish to stress 
is the hope that the committee will itself take a new and complete look 
at our Nation’s housing problem.” 

I suppose that goes back to your suggestion I referred to previously 
that this committee insist that such a study be made, is that right? 

Mr. Jornson. I think that is right and I hope that this committee 
will conduct very extensive hearings on the overall housing program 
with a view to coming up with a "general housing bill, as it did in 
1949, 

Senator Busn. The housing program has not been met to any ap- 
preciable extent for families in the greatest need. 

I guess you covered the description of what those families are? 

Mr. Jounson. That is right. 

Senator Busu. Those are families in the income area of $4,000 and 
less ? 

Mr. Jonnson. No. 

Senator Busn. Less than that ? 

Mr. Jomnson. No. That is the area with incomes of $3,600 or 
$4,000, to $5,000 or $6,000 that I am talking about there. The middle- 
income group that we have discussed here. 

The Cuatrman. Thank you very much, Mr. Johnson. 

We appreciate your testimony. 

Senator Busu. Mr. Chairman, I think Mr. Johnson has made a very 
important suggestion and I hope you will bring it before the com- 
mittee to see if the committee does not agree on such a study being 
made. 

The CrHatrman. We will certainly do that. 

Mr. JoHNsOoN. Thank you. 


cannot buy new or decent homes in many areas of this 
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The Cuatrman. Do I understand the next four witnesses, Mr. Leb- 
wohl of the Committee on Slum Clearance, New York City, Mr. How- 
ley, Mr. Zeckendorf and Mr. Boudreau, you gentlemen wish to testify 
as a group? 

Mr. Leswout. I think, Mr. Chairman, it would be better if each 
of us said a few words. 

The CuHarrMan. You want to testify as a group / 

Why do you not all four come up and be seated around the table? 

Senator Dovexas. I think we are honored by the presence of Vice 
Chancellor Howley, the gentleman who broke the Berlin Blockade 
with the air lift. 

The CrarrMan. IL agree with you and I considered it an honor when 
Mr. Howley came down to see me yesterday. 

We are delighted to have you gentlemen. I want to say this at this 
point. I believe you are going to testify partially and maybe entirely 
upon Senator Ives’ bill, S. 1864, and, of course, you know of Senator 
Ives’ great interest in housing. 

He is chairman of our Subcommittee on Housing of this commit 
tee, but at the moment, he is on official business in Europe attending 
the International Labor Conference as a delegate of this Government. 

I just wanted the record to show why he ts not present and of his 
great interest in housing generally and specifically in S. 1864, which 
f understand you gentlemen are going to talk about primarily. 

Gentlemen, why do you not proceed then, in your own way. 


STATEMENTS OF WILLIAM LEBWOHL, COMMITTEE ON SLUM 
CLEARANCE PLANS, NEW YORK CITY; VICE CHANCELLOR FRANK 
HOWLEY, NEW YORK UNIVERSITY : WILLIAM ZECKENDORF, NEW 
YORK CITY; JAMES C. BOUDREAU, PRATT INSTITUTE, NEW YORK 
CITY; HARRY TAYLOR, DIRECTOR, OFFICE OF COMMITTEE ON 
SLUM CLEARANCE, NEW YORK CITY; AND PETER GRIMM, NEW 
YORK CITY 


Mr. Leswout. Mr. Chairman and distinguished members of the 
committee, my name is William Lebwohl and I am the counsel of the 
Committee on Slum Clearance in the City of New York. 

We are here in support of Senate bill 1864, Senator Ives’ bill, and 
we have with us some distinguished members and representatives of 
public institutions in the city of New York, who will also speak in 
support of this bill. 

I would like to read at this time, into the record, a statement by 
Commissioner Robert Moses, who is chairman of the Committee on 
Slum Clearance in the City of New York. 

The CHatrman. You may proceed. 

Mr. Leswouu. Mr. Moses says: This bill was introduced by Senator 
Ives at the request of the Committee on Slum Clearance in the City 
of New York, of which Iam chairman. 

The bill proposes to make available to the Housing and Home Fi- 
nance Administrator, $35 million out of the $500 million appropriated 
to date for Federal grants in connection with title I projects. 

This $35 million may be used by the Administrator for commit- 
ments to local public agencies in States where the allocations out of 
the original $500 million have been exhausted or nearly so. 
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Under the existing Federal law, States are restricted to a maximum 
of 10 percent of the original $500 million — which, in 
the case of New York, would mean a limit for the State of $50 mil- 
lion. Of this $50 million, approximately $40 million has been allo- 
cated by the Housing and Home Finance Agency to the city since late 
1949. In that period the New York City title I program has developed 
projects which have more than exhausted this allocation. As a result, 
the city has been compelled to proceed with advance planning of some 
of the recent title 1 projects with private funds. The Federal agency 
has agreed that, if additional grant funds are provided and these 
projects authorized, preliminary planning expenditures already made 
will be credited. 

A brief summary of the work in New York City and the substantial 
accomplishments there with the use of title I funds should be helpful. 

We now have under way five title I projects in which the actual slum 
areas have been acquired and resold for redevelopment with private 
capital. New, modern structures are about to be built on the basis 
of redevelopment plans approved by the city planning commission 
and the F oun ral Government. These 5 operating projects cover about 
80 acres slum area and it is estimated will use approximately 
$23,500,000 ‘of the Federal funds allocated to New York City. 

in addition, the city is contributing some $11,750,000 or half of the 

mount being put up by the Federal Government, to make these proj- 
ects possible. 

These five projects include: Two in the Harlem area in the heart 
of New York City; one on the lower East Side sponsored by the two 
large garment workers’ unions, the Amalgamated and the Interna- 
tional; one in the Columbia or Morningside section of Manhattan 
sponsored by Columbia University and institutions in the area; one 
in the section west of Central Park at 96th Street, in the Borough of 
Manhattan. 

Senator Dovcras. Do these projects include $40 million which you 
state has already been allocated to New York authorities? 

Mr. Lesnwoun. Yes, they are, and they have consumed some $23.5 
million of that figure. 

In addition, we have under actual contract with private redevel- 
opers, two additional projects covering 28 acres in which the land is 
in process of acquisition : 

One in the Fort Green area of Brooklyn, which is a substandard 
area in the heart of Brooklyn, very close to the central business sec- 
tions of Brooklyn and the Wall Street section of Manhattan; and 

One just west of Columbus Circle, in the Borough of Manhattan, 
where it is proposed to substitute for a slum area both a large, modern 
residential development and a new coliseum, convention hall, and 
exhibition center, which will be constructed by the Triborough Bridge 
and Tunnel Authority, a public authority of the city of New York. 
This coliseum will be capable of accommodating the largest industrial 
and business exhibits, as well as conventions and other large-scale 
events. 

These two additional projects are estimated to require $8,500,000 
of the present Federal funds available and an additional $4,250,000 
as a city grant. 

We are now preparing, with private funds, plans for three addi- 
tional title I projects in cooperation with educational institutions. 


HOUSING ACT AMENDMENTS OF 1953 123 


These will eradicate slum conditions in some 60 acres of land and pro- 
vide new, modern surroundings which will benefit educational institu- 
tions in the city now feeling the effects of adjacent depressed areas 
and also improve entire surrounding neighborhoods. These include: 

A project adjacent to the New York University-Bellevue Medical 
Center at 33d Street and First Avenue in Manhattan; a project imme 
diately south of Washington Square in the Borough of Manhattan. 
This is adjacent to the New York University Washington Square Col 
lege. This area is now used to capacity by numerous congested and 
dilapidated, old and obsolete loft and small storage buildings with 
ins idequate traflic, loading and parking areas; and the third is in the 
immeiate vicinity of Pratt Institute in the downtown part of the 
Borough of Brooklyn. 

It will be impossible to complete these three projects with the present 

funds. It is estimated that the Washington Square project alone, 
would require practically all of the remaining Federal funds for com 
pletion. {f the Bellevue and Pratt Institute projects are also to pro- 
ceed, about $6,500,000 in additional Federal funds will be needed for 
these projects alone. In each ease, of course, the city will be required 
to put up its share of the contributions hecessary to complete the 
projects. 

The slum clearance committee of the ¢ ity of Ne W Y ork has on its 
program several additional, badly needed slum-clearance projects. 
‘These would add 60 acres to the program and would made ideal sul jects 
for comtntetion of title I slum clearance in the city of New York. 

We have already studied one large East Side project in the vicinity 

f Delancey Street where a highly congested and rundown slum area 
in the overbuilt lower part of the East Side of Manhattan could be 
re pli aced | vm eat residential, privately financed : tpartments if an 
additional Federal erant of some $5,600,000 were made available. 

Similarly, we have on our tentative program an additional project 
extending the present trade-union projects in the Corlears Hook area 
to cover adjacent substandard land. This is dependent upon an addi 
tional $3 million Federal writedown money. 

It would also be possible for us to clear bad sections adjacent to the 
Brooklyn Polytechnic Institute, and in the rundown, dilapidated Mi d- 
town West Side of Manhattan adjacent to the present Columbus Circle 
project if an additional $14 million in Federal writedown funds were 
secured. 

Senator Busn. What do you mean by writedown funds? 

Mr. Leswoutn. The procedure under the title I slum-clearance pro 
gram is to acquire the land by condemnation or purchase where pos- 
sible, and then to sell it to private interests at a price which makes it 
feasible for the private-capital interests to go in, demolish the existing 
slum structures and rebuild the area with new, modern construction in 
accordance with a plan that is approved by both the city planning 
commission and the Federal agency. You can see in order to do that 
it is necessary in every case for a loss to be sustained on the acquisition 
of the area and the theory of title I is that the Federal Government 
would absorb two-thirds of that loss and the city would absorb one 
third of it or one-half of what the Federal Government absorbs. We 
call that loss, the necessary writedown. 

Senator Busu. Thank you. 
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Mr. Leswou. It is obvious, therefore, that if the program in the 
city of New York until title I is to continue, it will be necessary for the 
city to obtain additional Federal writedown funds. 

To accomplish the entire program which we have outlined above 
wil] require some $30 million in Federal aid of this kind. 

That is $30 million in addition to the $40 million which has been 
allocated to the ¢ ity. 

We therefore urge the introduction of the present bill and we spon- 
sor its adoption. While few, if any, other local public agencies in 
other municipalities are at the moment as far along in the development 
of a program or the use of the I ‘ederal funds as is the city of New York, 
additional projects in other cities may logically also ‘be expected to 
develop. 

And, to acquire these additional funds as well. 

At this particular juncture when the Federal program of subsi- 
dized low-rent public housing seems to be drawing to a close, it be- 
comes important that reconstruction and redevelopment of slum and 
substandard areas with private capital should be stimulated and en- 
couraged. 

If this program can be pushed forward on an expanded basis, it 
will be of great assistance not only in clearing the slum areas but in 
making possible the continuance of construction activities, and the 
use of labor and materials formerly used in the public-housing pro- 
eTam. 

Therefore, we urge this bill be approved. 

The Cuarman. Do any of you other gentlemen wish to make a 
statement / 

Senator Bricker. Mr. Grimm, in the back of the room, from New 
York said he would like to make a statement here, if it is possible for 
him to do so. I have known him for many, many years. 

The Cuairman. Is this with respect to this matter ? 

Mr. Grimm. With respect to this matter, yes. 

I will not detain the committee long. 

I simply want to say a word in favor of the proposition that has 
just been presented. I came down here altogether unprepared. I 
had not the remotest idea that I would be here this morning. 

As a matter of fact, I did not know this session was being held. 
I was in Washington on other business, I heard about it, and I wanted 
to add mis voice to it for these reasons: 

First, these improvements are ver y badly needed. If we are going 
to save certain rundown parts of New York City, this is the only 
way in which they can be saved. 

Second, I want to say this. The saving of suc " rundown areas is a 
development that needs to be carefully planned, but more important 
is the way in which it would be carried out. 

We have, in New York, in Mr. Moses, a man who has demonstrated 
for many years, not only the thoroughness with which he carries out 
his plans, but the general ability with which the developments are 
constructed and maintained. He is head of the planning commission. 

I want to urge this first and main conside1 aoe that the money is 
going to be spent for very badly needed improvements and it is going 
to be well spent. 
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I could only wish that the public moneys always in the city and in 
the State and the Nation, were spent so economically and so well as 
they are spent in plans such as now, Commissioner Moses, presenting 
in the report that has just been read to you. 

The Cuamman. What is your address ¢ 

Mr. Grimm. Address is 51 East 42d Street. I am chairman of the 
board of William A. White & Sons. I was, until a few years ago, 
president of the New York State Chamber of Commerce, and I spent 
some time here in the public service in the Treasury Department 
where I had under my supervision the very matters that are now 
being discussed, namely, housing and slum clearance. 

Senator Doueias. Even as far away as Chicago, Mr. Grimm is 
known as one of the most distinguished citizens in New York City. 

Mr. Grom. Al Smith cnee said to me, “If you are ever nominated, 
accept. You can always vet out, and you may never 
chance,” 


eet another 

I accept the gentleman’s statement. 

Mr. Howrry. Mr. Chairman, I am Frank Howley, vice chancellor 
of New York University. | appreciate the honor of speaking before 
this group and the university appreciates the correctness of the process 
of democracy which this represents. 

The university would like to speak in favor of this amendment, 
S. 1864. 

We would rather hope that you would give special weight to the 
university view, because of our position in New York City and because 
of the national scope of the work which we are doing in education. 

In my comments, I will not speak to the broad aspects of this hous- 
ing project. Tam well aware that this body knows far more about 
it than I do and in the coming year, you will be considering and study- 
Inge the whole question. 

We look upon this simply as an amendment which will further 
implementations which have already been taken by you. 

New York University has a unique position in New York City be 
cause In almost a literal sense, Manhattan Island is our campus. It 

> an enormous university. We have had as many as 70,000 students. 

Our locations run from Wall Street, where we have the Graduate 
School of Business Administration, in which the graduates of more 
than 72 colleges throughout the country continue their educations. 

Another great location is Washington Square. That is where the 
university was founded in 1831. 

Another location is the one a ready mentioned at Bellevue Hospital 
where we have a staff in that enormous hospital and have had for 


vears., 

We are engaged in a private enterprise. New York University 
is not city owned, State owned, or Federal owned. We are engaged 
n developing ourselves, as far as our means permit. We are devel 


oping a great medical center which will cost S28 million. At the 
other end of Manhattan is the School of Engineering and the Uni 


Ve rsit\ College. 

Right now registering at Washington Square are thousands of 
tenchers from all over the United States. There are a great numbet 
ipvom the South \\ ho are even tea hing there who waht to enjoy hiol el 


recognition by way of masters’ degrees. 
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They come to New York partially because of location and we hope 
partially because of the excellence of our College of Education which 
was established in the last century. New York University has had 
over 500,000 persons take courses there. We are interested in ex- 
panding our facilities. We are dreadfully crowded and we have 
many crowded classes, particularly in adult education, where 12,000 
people are literally studying in cellars at Washington Square. 

We need space there to expand our facilities. 

We are interested also because in both of these two areas mentioned 
there are buildings which have run down. At Washington Square, 
years ago, when Morse was developing his Morse code at the time he 
was a member of the faculty of New York University, that was almost 
country. Over one-hundred-and-twenty-some years it has gone down 
in spots and this area which now will be cleared and made possible for 
further development is in really quite wretched condition. There 
are a loft buildings and other rundown places. The second in- 
terest we have is improving that neighborhood because we have night 
ease as well as day, we have women, as at least a third of all the 
students, and we do not like to publicize the fact but it is not too safe 
or too attractive at night for those ladies to walk out through that 
ares, aside from the fact that it is difficult to find housing for them. 

The third interest is a broader one, we would like to have as neigh- 
bors there people living in good conditions rather than these old 
breken-down buildings. We are aware that on the East Side great 
work has been done in this field. When I was in Berlin, I was aware 
of it. The Communists used to shout about slums in New York. New 
York is an international city and the spotlight is always on it. 

We could always point to that development, because in that one 
area where there used to be slaughterhouses and rather slummy con- 
ditions, it had gone down to the point where only 7,000 persons could 
live there, under bad conditions. Due to these 2 big villages there now, 
there are more than 36,000 persons living in rather good conditions. 

In Washington Square, we would like to have that sort of a neigh- 
borhood where people live because we know that they, the adults and 
the young people, will be able to go to New York U niversity con- 
veniently and we will be able to help the Nation in its overall program 
of education. 

The CHarrman. 8S. 1864 requires no additional appropriation. 
What you are asking for is that New York State be given a greater 
percentage than 10 percent, which the law now restricts the grant to. 
Is that correct ? 

Mr. How ey. Yes. 

Mr. Lenwoun. The bill allows for $35 million out of existing appro- 
priations available to the Administrator so that in his discretion he 
may award it anyplace it is needed above the present 10-percent limit. 

The CHarrman. What is the total amount of money that you are 
asking for under this bill ? 

Mr. Leswonut. If we complete our program as outlined here today, 
we would request $30 million from that $35 million from the Admin- 
istrator. 

The CHarrman. It would come out of the $500 million already 
appropriated ¢ 

Mr. Leswoun. That is right. 
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The Cnairnman. This would require no additional appropriation ¢ 

Mr. Lenwont. That is right. 

The Cuarrman. You are talking about a different system of alloca- 
tion of the $500 million 4 

Mr. Leswout. That is right. 

The Cuarrman. In other words, under the law at the moment, you 
are entitled to only 10 percent; Is that mght ¢ 

Mr. How ry The State of New York is entitled to an amount not 
exceeding 10 percent. 

The Cuainrman. Which is $50 million ¢ 

Mr. Howrey. That is right. 

The Cuamman. And you are asking for a larger percentage of 
that ¢ 

Mr. Howrey. That is right. 

The CHamMan. What percentage would you be asking for, or are 
you asking for ¢ 

Sentor Douaias. It would be 17 percent on the basis of $35 million. 

Senator Busu. You are asking for $30 million out of the $500 
million ¢ 

Senator SparkKMAN. It would be 17 percent. . 

The Cuatrman. You are asking for a total of 17 percent of the 
$500 million ¢ 

Mr. Leswonut. That is correct. 

Senator Bricker. Would that go to New York City? 

Mr. Lenwonnt. No: that isthe whole State. 

Senator Bricker. What other cities in New York share in that? 

Mr. Tayior. Buffalo, Rochester, and Syracuse. I know of those 
three. 

Senator Bricker. How much did Buffalo get? 

Mr. Taywor. I have not kept track of that. I am under Commis- 
sioner Moses in New York and I happen to know, in estimating what 
funds might be used upstate, that at least those three cities have 
started. Of course, the Housing Administrator can tell you all 
them who have applied for funds. 

Senator Bricker. You do not have the figures with regard to the 
other States? 

Mr. Tayior. I have here a report that was made up by the Housing 
and Home Finance Agency. That is a month old and you can get 
that. 

The Cuatrrman. Does the Housing Administrator approve or dis 
approve this bill by letter? Have we had any response from the 
Housing Administrator on this particular bill? 

I suggest we have the Housing Administrator prepare a statement 
as to whether or not they approve or disapprove this bill. 

Senator Sparkman. What is the rent schedule in Peter Stuyvesant 
Town? That is built in two sections, is it not ? 

Mr. Leswout. Yes. The larger section which accommodates 8,000 
families, the rent averages vakeog Hl like $22 per room per month. 

On the smaller section which is north of that, and accommodates 
about 2,500 families, the rent averages about $35 per room per month. 

Senator SparKMAN. That was built before title I went into effect 
That was wholly a city undertaking, was it not? 
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Mr. Leswoun. That was built under a State law which reduced 
the construction by a partial tax exemption. The program that we 
are talking about here is a program for private development, in the 
main, without any further inducement than where the redeveloped 
areas pay full taxes. 

Senator Sparkman. What do you figure the rent schedule will be 
in the buildings to be located in these areas, generally / 

Mr. Leswout. They vary. In the most congested slum areas like 
Harlem and the lower East Side, the rent will be about $25 per room 
per month. They will be in the neighborhood of moderate rental 
apartments, as those are built today. 

Senator SparkMAN. When you say $25 per room, a 3-bedroom 
apartment, then, would be 125 a month; is that right? 

Mr. Leswonuw. I think that would be figured as a 414-room apart 
ment which would he about S110 a month or something like that. 

Senator Br SH. Would there be many ot such size ¢ 
Mr. Lenwonn. No, those are rather large for this tvpe of develop 
ment. 

Senator SparkmMan. The two bedroom apartments would be $87.50 
a month ? 

Mr. Lenwoun. Between $75 and $78.50. They would vary in price 
ce pel cl ng on whether they were on the cround floor or higher up. 
I am just giving you an average figure. They would go up and 
down. 

Senator SparkMAN. I understand, 

When the contract is made between the city and the private 
veloper, does the city exercise any influence, or does it have a 1\ 
definite agreement as to what the rent schedule will be? 

Mr. Lesnwout. In the development of plans for the redevelopment, 
fivures for the rent are cliseussed and a general level is 1imed at. but 
we do not legally limit the redeveloper to that particular figure, ex 


cept in cases where additional assistance like tax eX ‘mptions or pub 


lic assistance is requested in addition to the mere sale of the prop 
erty for dedevelopment. 

Senator SparKMAN. But you do not anticipate that extra assist 
ance on this development ? 

Mr. Leswontn. In most of these we do not have that extra assist 
ance. In 1 large number ot these. There are a few where we do. 

Senator SparkMANn. In such case Ss, you have no control over the 
rents ¢ 

Mr. Leswont. No, but in a practical way, there is control because 
al of these are financed through FHA -and FH \ is au pr rt of the 
very agency that supe rvises title IT and administers it ur acree 
ment with FHA is that we leave with FHA in making its mortgage 
commitments the fixation of the rental, which they do. 

Senator Sparkman. I think that was a very interesting figure that 
Dr. How ley wave > TFO00 lived there, and now you can take care of 
36,000, 

What about these areas you are planning to take over now ? 

\re they pretty congested’ Take the one, for instance. down 
around Washington Square. Is that a pretty heavily congested area ? 

Mr. How.ey. Senator Sparkman, that particular area is made up 


of old loft buildings. There are not too many people living there 
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now. ‘There were some tenaments, but as the living conditions 
drop ped, the people tend to move aw: Ly, SO that man \ of those build- 
ings now are just makeshift shops and in some cases, it is real estate 
rather held for speculation than anything else. 

Senator SPaRKMAN. You would not have a big problem of removal 
of tenants there? 

Mr. Howry. No, sir 

Senator SPARKMAN, How about in the other areas that you pro- 
pose in your program? Is there a problem of moving the tenants? 

Mr. Howxey. ‘The Federal law requires a plan for relocation of 
tenants be approved both locally and by the Federal agency before 
the project Is “ee roved and ine very case, We hi the both ¢ ‘ty and Fed- 
eral agencies helping in the actual process of relocating these tenants 
and finding accommodations for them. 

Senator SPARKMAN. Have you had much trouble with that in your 
past experience ¢ 

Mr. LEBWOHUL. We have five operating projects here, and in all of 
them substantial numbers of the tenants have been relocated. Of 
Public also a great deal of this problem is handled throu eh the city 

-ublic Housing Authority because in all of these areas there are many 
tenants whose incomes are such that public housing is where they 
must £o, 

In no single instance have the tenants, who have been clislocated, 
had to go about the city finding habitation. 

They are so sensitive to public criticism on that score that they 
would not for a moment let that go uncovered. 

Senator Doveias. May I interject a little arithmetic in this 
discussion 4 

If you say the rent is $25 per mon th per room, »-room apartments 
as Senator Sparkman pointed out, would cost $87.50 a month. That is 
$1,050 a year. A 414-room apartment would cost $1,350 a year. 

Certainly rent should not take more than a fourth of family in 
come or not more than a fifth, but if you use a quarter, that means that 
these could only house people with incomes from $4,200 to $5400. 

If you take 20 percent, the income would have to be $5,000 to 
$6,350, which means that the lower half of your population would not 


be rehoused 1 1) the buildings which are erected On land cleared \ ith 


1,] 
puolic money, 


This is the same experience we have had in (¢ hiecago. The State 
appropriated $25 million. The city put up additional sums. We 


have cleared up sections on the South Side, and I think it is a eood 
thing, a fine thing, and Iam for it. But, now we find that the apart- 
ments rent for from $83 to $140 a month and only the upper middle 
class can be rehoused. 

This : the moral that I want to draw. We do not solve our problem 
merely by slum clearance and urban redevelopment. 

I want the record to show that unless there is some way provided 
for housing the low-income groups, we are doing a great injustice to 
these people. 

Mr. Grimm. The New York newspapers yesterday carried a story 
of certain of the public housings in New York City where the tenants 
had fared very well since they went in there and sought to have them 
vacate. 
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The rents in those houses altogether subsidized under the laws that 
you know so well, Senator, ran from $15.86 up to about $18. 

It is not possible any longer to build habitations and provide such 
a rent unless the greater part is carried by subsidy. 

Senator Sparkman. I appreciate the thought that Senator Douglas 
injected into this. 

That is one thing that gave us concern when we passed the legis- 
lation. How it was going to work, how you are going to move ‘the 
people = of there and take care of them, how you build housing 
back in. I do not think we have ever clearly established the fact 
Weather or not the new housing that went in should be housing that 
accommodated the same people who moved out. 

If not, certainly those people who were moved out ought to be 
assured of a place to live at a price they can afford to pay. 

I do not know what your experience has been in New York. For- 
tunately you have a very good housing program there, both from the 
standpoint of the State, the city, and the Federal Government. 

All States have not been so fortunate. I know a great many 
smaller places that have run into this very problem about how they 
are going to displace these people who live in the areas that they 
want to redevelop. 

[am glad the chairman asked for some statistics from the Housing 
Agence J because I think we ought to study the progress that has been 
made in other States and I believe we are going to find that this is 
one of the great stumbling blocks in their being able to utilize title I. 

Mr. Lenwonnt. We do not think relocation is anything but a hard 
job. However, we have demonstrated in places like Stuyvesant Town, 
and Peter Cooper, and the New York Life project, which is also a 
higher rental project—we have demonstrated that in the case of houses 
of families, many of whom have been low-income families, it can be 
done if you put the organization on it and if they are vigilant and 
aggressive about it. 

Senator Dove tas. Cities that do not have public housing but have 
urban redevelopment, the poor devils who are squeezed out of the 
slums freque sntly find there is no place to go. 

Mr. Grimm. I think it should be said that we have never failed to 
relocate tenants. 

Senator SparKMAN. It has been created at all levels, Federal, State, 
and city. I know of nowhere else in the country that you will find the 
adequate housing program that you will find in New York City. 

Mr. Griwm. The housing people have been vigorous in establishing 
facilities. 

Senator SparkMAN. The requirement in the Federal law is that 
there be a feasible plan for temporary relocation of the families. 
Does the e ity of New York go beyond the temporary ¢ 

Mr. Leswout. We do go beyond that and the Federal agency in its 
plans actually has gone beyond that in reviewing our plans for 
relocation. 

Senator SparKMAN. I believe that is all, Mr. Chairman. 

The Cuarrman. Are there any other questions, gentlemen? You 
have more to say, I am sure. 

Mr. Leswout. May we have Dean Boudreau of Pratt Institute in 
Brooklyn also say a few words? 
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Mr. Boupreau. Mr. Chairman, distinguished Senators, and my 
fellow workers here to my right. My business is education. I am 
getting educated this morning from you people and also from the 
people in housing. 

I am dean of the art school of Pratt Institute, a position I have 
held for 25 years. You may wonder why I am here. I would like 
to explain it. I am at present acting president of Pratt Institute 
because our present president, who has resigned awaiting appointment 
of a successor, is ill. 

That gives me one reason for being here. The second is that Mr. 
Richardson Pratt, who had planned to be here, who is chairman of 
our board, found it impossible to be here. 

What I would like to do for you, is to paint a picture of Pratt 
Institute, its services, and its future as it is involved in this splendid 
program of development in our area. We are not in the same category 
as NYU. However, I think NYU will tell you that in our own way 
and in our lesser size we are doing a good job. 

Pratt Institute is an endowed, nonproprietary institution. None 
of the trustees or members of the family profit from it in any way. 
I would like to make that clear because some people have the impres- 
sion that the Pratt family received their millions from running Pratt 
Institute. I will correct that for you end say they received it because 
the founder of the Pratt Institute was a partner of John D. Rockefeller 
und his money came through oil, as you very well know. 

We have an endowment of $12.5 million, most of it given to us by 
the founder and his six sons. Of that $12.5 million, $2.5 million has 
been allocated for property and physical plant. The $10 million 
remaining gives us an endowment of about $300,000 to $350,000, 
depending on the amount of return. We supplement this with the 
tuition paid by our students. 

[n other words, all the moneys that come to us are used for the 
education of our student body. 

Our student body, compared with New York University, is modest 
in size, 

For example, the art school of which I happen to be the dean, in 
that we have 1,100 day students and 750 evening students. The engi- 
neering school has 250 in the day school and 100 in the evening. 
Home economics has day school only and has 200 students. We have 
a small leather and tanning school of about 40 students and a library 
school, a graduate school, of 30 students. That gives us a day enroll- 
ment of 1,620 and an evening enrollment of 1,750. Together that 
gives us 3,870, day and evening. 

I would like to add, too, in terms of our service, that we have a 
Saturday morning school for children, most of whom come from 
Brooklyn and Manhattan, some from Long Island, and that school 
which is run within the art school in addition to our 1,100 enrollment, 
is really the practice school for our school of art teacher education. 

You can guess from the figures I have presented already that about 
$1 million comes to us each year from tuition. About $350,000 comes 
from endowment and we can plan on about $50,000 a year coming 
from such sources as private individuals, our alumni, and industry. 

Before this very splendid housing project under the direction of 
Robert Moses got under way, we had already committed ourselves to 
a building program which would include as a minimum, 2 dormitories, 
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| for men and | for women, and a college union. The dormitories 
are forced on us because of the gradual change in the surrounding 
area. When I went there 25 years ago there were more than enough 
Brooklvn brownstones and modest families who could take care of 
oul outs de students ve ly comfortably. Since then we have developed 
accommodations for our ladies up toa total of 50, and our men, a total 
up to 100, Our new dormitories will give us at least 200 more places 
for men and 200 more for women. 


a Firs : 
Che local area for rooming and for board has dissipated to the 

point where it is almost nil. It is quite a problem and even when 

: . 

W n place oul student irom oO tside they are not very comfortable. 


~ { i 

We welcome this pr ject, as you may well muess, because it fits 
into our own plan and at the same time it will give us a much more 
wholesome surrounding such as is being developed in Columbia Uni 
versity and NYU, and Long Island University, and I hope will also 
come in for the Brooklyn Polytechnic Institute as outlined in the 
previous presentation. 

Our student body in the institute as a whole, in the day school is, 
I would say, 50 percent local in the 5 boroughs of New York City, 
and 50 percent from all over the country and out of the country. 
We have every 1 of the 48 States represented in our enrollment and 
15 to 20 foreign countries, so that we have more than a local insti- 
tution. 

In other words, we render a national and somewhat international 
service. We want to continue in that broad service and in order to 
do it we have to have an atmosphere which will continue to attract 
outside candidates as well as our local people. The question may be 
raised, well, why do they come if conditions are as bad as they are? 
The fact is that they come in s] 
as you might well 

That is a quick picture of Pratt Institute. I have exposed our fi- 
nancial status. Weare healthy. We plan, as I say, to very definitely 


spend $1.5 million to S2 million in improvement of the institute it- 


ite of it, not because of the conditions, 


rueSS. 


selT, If this project goes thi oh, and we earnestly hope it does, it 
will cost Pratt Institute in addition to our building program, a mini 
Wun ot 1.5 million and possibly pz million because we will have to 
replace our gymnasium which will be demolished because it is on 


land that is Pong to be taken by the city for the dev lopment. We 
will have to eliminate our art teacher education building. we will 


have to buy $200,000 worth of land, and in addition if one of the 
streets Is widened as recon mended it would cost us SLOO.OOO to re- 
model our library. 

Then, for fixing the grow and by the way this will be the first 
time that we have had a real campus if this project goes through— 
that will cost us $200,000, Finally, we plan to build an 8-inch, 7-foot 


ioh wall about the entire campus. 

[ am very proud to report to you gentlemen that within the last 
3 months the Pratt Institute has become very quiet I do not mean 
by that that we are 


¢ 


olding up but what I do mean is that we have 
had eliminated a 5¢-year noise which had been caused by one of the 
spurs of the Brooklyn elevated transit services which ran right 
through the middle of our campus. That was eliminated just 3 months 
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ago, so things are really looking up. If we can count on your sup- 
port as requested by the Robert Moses project, I can tell you that we 
will render even better service than we have in the past, and we are 
really very proud of what we have done in the 58 years that Pratt 
Institute has been serving the country and also some of our fellow 
countries beyond our own boundaries. 

In closing, I would like to repeat the very fine statement that comes 
at page 4. Pratt Institute urges, and unselfishly, that this bill be ap- 
proved. 

The Cuairman. Thank you very much. 

Do you have anything further a say, you gentlemen / 

Senator SparKMAN. | wonder I could ask a question. You told 
about the dormitories you were bail ling: Have you used any of the 
housing funds from the Government program ¢ 

Mr. Boupreavu. We have not to date but we recognize that is a 
possible source in our dormitory-building plan. 

Senator SPARKMAN, It has no part in this proposal today but I was 
just interested in it. 

Mr. Boupreav. We are weighing it very carefully. The trustees 
feel rather confident that we will be able to raise the money we need 
through the alumni and friends and industry. We have a very close 
linkup with industry and commerce. 

Senator Bricker. Aren't those funds restricted In a way or con- 
nected with the national defense program / 

Senator SparkMan. They were, but they have been released and 
applications are pending now. 

Mr. Boupreav. It is a very good point though. 

Mr. Taynor. Mr. Chairman and Senators, I just want to say a 
few words with regard to the Importance of not allowing a program 
that is progressing so-well in New York to grind to a stop. It took 
us some 4 years of work, perh: ips 414, to get this developed so that the 
interest was there, to bring in these private sponsors to develop these 
areas. Weare now getting good competition, particularly in our later 
projects. If this stopped, we would have to start again after the rest 
of the Nation has caught up, which they are doing rapidly. It is very 
important that we should not let it _ and then have to start over 
in another 4 years to interest them again. 

The CuarrMan. If there are no questions, we apprec late your testi- 
mony and we certainly will give sincere consideration to your rec 
ommendations. 

Mr. Lenwout. May we express our thanks, Mr. Chairman, to the 
committee and yourself. 

The Cuarrman. We have been delighted to have you and I again 
want to say, all you are asking for is no new appropriation but soaphe 

. larger allocation of existing appropriations; is that correct? 

Mr. Taywtor. That is correct. 

The Cuarrman. Without objection, I would like to place in the 
record at this point a letter addressed to Senator John Bricker from 
the Municipal League of Toledo, 
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(The letter referred to follows :) 


THe MunicrpsL LeaGur or TOLEDO, 
Toledo 4, Ohio, June 11, 1953. 
Senator JoHN W. BRICKER, 
Senate Office Building, Washington 25, D.C. 

Drax SENATOR BRICKER: We Toledoans deeply appreciate the letter received 
from President Eisenhower commending the action of this city in financing our 
new class V airport without Federal aid. We believe in local communities pay- 
ing for their own local improvements without depending upon the Federal 
Government. 

lhe taxpayers in Toledo, as in all other sections of our country, are hoping 
and expecting a sharp reduction in Federal spending and, likewise, a sharp 
reduction in Federal taxes. We believe this is necessary to preserve a sound 
national economy and the freedom our people enjoy. 

We realize that the further tax money goes from local communities that the 
less money is returned to local communities. 

Toledo, like many cities today, is facing the problem of urban redevelopment 
and slum clearance. Our blighted Canton Street area, adjoining the civic center 
and business district, is a sore blot and a disgrace, breeding crime and disease. 
It should be eliminated. 

A proposal is now before our city administration to redevelop this area. The 
old homes need repairs and protection from bligut. New homes are needed where 
shacks now stand. Old dumps need to be replaced by a playground. Commercial 
and light industrial enterprise needs an area for expansion with loading and 
parking areas off the heavily traveled main routes. 

Under the proposed plan Toledo's cost would be $600,000 to $850,000 and the 
Federal Government, under title I of the Housing Act of 1949, would give Toledo 
an outright grant of as much as $1,700,000. 

In addition to the currently proposed Canton Street redevelopment project, 
two other areas of Toledo have been assigned high priority for similar redevel- 
opment on the basis of preliminary surveys. 

Most other large cities in America today have similar problems of needed 
redevelopment, but if all expect and receive Federal financial help, the American 
taxpayer will probably not receive the reduction in Federal taxes which he so 
sorely needs. 

We, therefore, recommend and urge Congress to repeal this act granting local 
communities money to clean up these local areas. We believe each community 
should pay for its own house cleaning and not expect Federal money to do it. 
This is a local problem—not a national problem. 

If Congress should repeal this act, we are convinced that Toledo would pay 
the bill to put its own house in order by ridding this city of slums and blight. 
If, however, the act is not repealed and millions are passed out to other cities, 
Toledo is indeed in a disadvantageous position with reference to other cities 
if it does not claim a share of the aid offered under this act. 

Respectfully yours, 
TOLEDO MUNICIPAL LEAGUF, 
Rosert O. Hinry, President. 
Ronartp E. Greece, Executive Secretary. 


The CuarrMan. Our next witness is Mr. Jerry Bialac, vice presi- 
dent of the Rental Development Corp., of America. 
You may proceed, Mr. Bialac, in your own way. 


STATEMENT OF JERRY BIALAC, VICE PRESIDENT, RENTAL 
DEVELOPMENT CORP. OF AMERICA 


Mr. Bratac. I would like to preface my statement by stating that 
I represent no group and I speak only for myself and in the interests 
of rental development, since that is our specialty. However, the prob- 
lems faced by our company are faced by companies all over the 
United States. 

Mr. Chairman and members of the committee, may T say I deeply 
appreciate the opportunity to present the facts in the dangerous and 








HOUSING ACT AMENDMENTS OF 1953 135 


vrave crisis housing in America faces today and I hope that as a re- 
sult legislation will be forthcoming to prevent a nationwide catas- 
trophe in the near future. 

Together with my father, Samuel G. Bialac, I am engaged in the 
planning, building, and management of low-medium-cost apartments. 
aay cathe 1 has been in the building business for some 14 years and I 
joined him after leaving the Air Corps in 1945, During this time we 
(ovens built thousands of FHA homes and apartments in southwest 
United States. We have, at this time, with another partner, a section 
608 project in Los Angeles, of 795 1- and 2 bedroom apartments, 
ranging in rents from $63.50 to $84.50, under the corporation name 
Union House Plan, Ine. Needless to say they are 100 percent 
occupied. 

For the last 2 years my father and I have been planning a com- 
munity of 1,500 brick 2-story air-conditioned apartments, including 
a shopping center, park, and swimming pool, under section 207, in 
Phoenix, Ariz., patterned after the Los Angeles project. 

We have a commitment from FHA for the first 528 apartments, 
park, and swimming pool and some of the business section, dated 
January 27, 1953, for the amount of $3,827,400, and we have had 2 
extensions since. This is the commitment. 

Senator Busu. Do you want to sell those ? 

Mr. Bratac. No; we build them to rent and keep for ourselves as 
investments. 

Senator Busu. But FHA will insure the mortgage ? 

Mr. Bratac. FHA insures the mortgages to 80 percent under sec- 
tion 207. 

Through our New York brokers, Hubbard, Westervelt & Mottelay, 
Ine., we have, in the course of the last 414 months submitted the com- 
initment for permanent financing, to the 43 lending institutions listed 
on the last sheet of this statement, and have resubmitted it to each one 
after the increase in interest from 4 to 414 percent. The answer in all 
cases was “Not interested at any price.” 

A false impression of starts in construction has been given, not due 
to the Labor Department statistics but because of the fact that it takes 
from 2 to 6 months from the time the take-out commitment is issued 
until construction can be started, consequently all the building that has 
started in the last few months had their long-term commitment prob- 
ibly before the first of the year. The May-April starts noted this 
month is the first indication of the dangerous times to come. 

As you know, section 207 is the only nondefense rental housing pro- 
yram in existence under FITA today, consequently, it is the only low- 
rent housing available to the general public. The exact same apart- 
ments built under conventional loans would have to rent at a minimum 
of $125 per month because of higher interest rates, shorter loan period, 
and greater investments. 

The only way it is possible to get a prior commitment by FNMA 
under FHA section 207, is to be in a so-called defense or disaster area ; 
as the program is set up now, it is a farce. on one of the great in 
dustrial areas of our country programed as a defense area. The 
defense areas are limited to anak boom towns whose chamber of 
commerce has encouraged any kind of local business landfall—per 
manent or not. On the other hand, the larger permanent industrial 
cities have done everything they could to discourage any kind of tempo 
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rary construction and temporary boom that comes to a defense area. 
Asa result the real industrial cities are not receiving even the normal 
amount of housing they need. The danger is obvious. In an emer 
gency a manpower bottleneck would be created by a lack of living 
uUbhits 

The ste ppage of the normal flow of apartments by the lack of a 

mortgage m arket. is defin Litely infl: ationary, while sto pping of credit 
may as inflation in a great majority of industries, it must be remem 
bered that a place to live isa necessity and not a thing that vou can take 
or leave. hen ady in the West and in the South apartments are much 
more searce. Many projects that have had large vacancy factors are 
now full. Rents will go 1 p. Only recently the healthy process of 
free com petition leveled otf the rental market to where the public 
could oet s iitable livin F acct mmodations at a reasonable price, It 
will be noted that in the past 2 years while building costs and retail 
sales of houses, in general, have gone up. rental costs have gone down. 
Now, because of the lack of apartment construction, there will again 
develop a sellers’ market on apartments and ina very short time, a 
critical condition will exist: if this continues, IT ami not being uncon 
servative in making the statement that within the next vear we will 
again see the time when bonuses will have to be paid to rent even 
highest priced apartments. 
‘e 1s an one way that the problem ean be licked: therefore, I 
propose that an amendment be added to the housing bill new before 
the committee which will make the proper legislative provisions to al 
low FNMA to make prior commitments on section 207. This must be 
done as a safety valve in order to give the Housing Administrator the 
power to act when he deems it necessary, whether today or next month, 
or by the time Congress meets again, disaster will have befallen hous 
ing. I must eaution that if the commitments now outstanding were 
given up by the builders, and surely no builders will seek new com 
mitments at a tremendous investment to themselves a r the condi 
tions that prevail, even if a ation Was put thror ih, vould take 
the builders 6 to 8 months to get to the FHA commitment stage again, 
if th Vy were financially able to, or were inclined to take another chance 
on a program encouraged by the Government, when the Government 
had already let them down ona similar program. 

j believe if such legislation IS passed and ih NM A | las the power to 
make prior commitments under section 207, FNMA will have to ac 
tually buy very few of the permanent loans that it has committed for. 
My reason 1s this: Private lel ders will still make the interim, or, 
building ‘oan $1, percent interest for 9 to 18 months is still good 
money, even on today *s market. 

Incidentally, sir, this is a little outdated. This morning I got a 
call from my broker and interim money is no longer on the market. 
It is very close ~ how, The situation is getting worse and worse. 

By the time the bu a are built and ready for permanent financ- 
iIne—average | veal build ne time—the private lenders will again he 
in the picture and will pick up permanent financing before FNMA has 
to. 

I also believe that by putting FNMA in the market, it will destroy 
the captive market condition which the lending institutions now enjoy 
because of the lack of competition offered and open up the market 
little. 





HOUSING ACT AMENDMENTS OF 1953 137 


The lending institutions are now in the enviable position of being 
able to tell their market to sit back and wait until they have finished 
taking advantage of all the short-term ‘Treasury paper now being 
issued, without beink worried about losing any of the housing business. 

There is no need to worry about overbuilding of apartments if 
financing is made available through FNM.A, because FHA does not 
issue Commitments unless it has determined beforehand that there is 
a need for housing in the area and that construction is economically 
feasible. 

In conclusion, I wish to stress that immediate action is necessary to 
prevent a complete breakdown of the rental market and a return to 
inflation, even then there is no way to prevent the dip in construction 
that is bound to come, but it can be minimized by such action. 

Thank you. 

| will not read this list on the back. It is quite long. But it is the 
leading lending institutions in this country. 

(‘The list referred to follows:) 


INSTITUTIONS THAT HAVE BEEN Orrerep BriALAc PHorNntx LOAN 


1. Metropolitan Life Insurance Co 

2. Prudential Insurance Co. of America 

3. The Equitable Life Assurance Society 

t. New York Life Insurance Co 

5. John Hancock Mutual Life Insurance Co 
6. Northwestern Mutual Life Insurance Co 
7. Mutual Life Insurance Co. 

&. Travelers Insurance Co. 

% Aetna Life Insurance Co. 
10. Massachusetts Mutual Life Insurance Co. 
11. Penn Mutual Life Insurance Co 


12. Mutual Benefit Life Insurance Co. of America. 
13. New England Mutual Life Insurance Co 

14. Union Central Life Insurance Co, 

15. Pacific Mutual Life Insurance Co. of California. 


16. Connecticut General Life Insurance Co. 
Phoenix Mutual Life Insurance Co 
IS. National Life & Accident Insurance Co. of Nashville. 
19. National Life Insurance Co. 
20. Teachers Insurance & Annuity Association, 
21. County Trust Co. 
» Manuiacturers Trust Co 
23. Chemical Bank & Trust Co 
“4. Bank of the Manhattan Co. 
25. Marine Midland Trust Co. of New York 
“6. Bowery Savings Bank 
27. Philadelphia Savings Fund Society 
2s. Emigrant Industrial Savings Bank. 
"9. Dime Savings Bank of Brooklyn. 
4) Williamsburg Savines Bank 
$1. Dollar Savings Bank of the City of New York 
Lincoln Savings Bank of Brooklyn 
Dry Dock Savings Bank. 
o4. East River Savings Bank. 
>>. Kast New York Savings Bank. 
Central Savings Bank. 
37. Greenwich Savings Bank 
8. Bank for Savings in the City of New York. 
3%. Union Dime Savings Bank. 
40. Harlem Savings Bank 
41. Seamen's Bank for Savings in the City of New York. 
12. The Manhattan Savings Bank 
is. New York State Teachers’ Retirement Fund 
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Senator Doucias. Tam not sure what you want FNMA to do. 

Mr. Biatac. FNMA now can make priority commitments on defense 
and disaster housing. 

Senator Dougxias. It has guaranteed to purchase this paper. 

Mr. Bianac. It will take up paper after the construction is done. 
What I want is the power for FNMA to be able to make this prior 
commitment. 

Senator Doucias. Before building is started ¢ 

Mr. Biatac. Before building is started. 

Senator DouGias. Do it before the financing is complete. 

Mr. Bravac. The financing cannot be completed in any case except 
where the long-term financing has already been provided. In other 
words, the banks will not provide construction money unless there is 
already money guaranteed when the project is completed. That is the 
big stumbling olock right now. The market is tighter than it has 
ever been. 

Senator Busu. How have you ben getting the money as you went 
along with those other projects? How has that been working here- 
tofore ? 

Mr. Branac. There has been money on the market. 

Senator Busu. You showed us the picture. You take a typical 
project, you and your father, and you go ahead and build it. 

Now, what do you do, do you go to the bank and get your temporary 
money ¢ 

Mr. Bratac. We go to the banks and we get the interim commit- 
ment, but they will not give that interim commitment until we also 
have a take-out commitment. 

Senator Busu. Has that been the case in the past? 

Mr. Branac. At all times. 

Senator busu. Where have you gotten your take-out commitment 
up until now? 

Mr. Biaxac. The section 608 project was by FNMA two and a half 
year ago. 

Senator Buss. In advance? 

Mr. Branac. In advance. No; it was 3 years ago. 

Senator Busn. They were able to make an advance. 

Mr. Branac. Yes, sir. In late 1950, however, that was taken away 
because there was plenty of money on the market. Incidentally, 
FNMA no longer holds this long-term commitment which they bought, 
this section 608. It was bought by private lending instiutions from 
FNMA without solicitation. 

Senator Busu. When FNMA did go in there back in 1948 or 1949, 
did they go in because it was a defense area ? 

Mr. Biaac. No, sir; it was not a defense area at that time. 

Senator Busu. They had the authority then to do it? 

Mr. Bratac. That is correct. 

Senator Busu. But they do not have it now? 

Mr. Bratac. That is correct. 

The CHarrMan. Section 608 was a war-housing program. 

Mr. Bia.ac. Section 608 was war housing. 

Senator Sparkman. Yes. It lasted for several years after the war 
was over, but it was set up as war housing. 

The CuHarrman. Where is this project located ? 
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Mr. Bratac. It is located in Los Angeles in the Venice area and it 
is not a defense area. 

The Cuamman. Well, it was. Section 608 was a war-housing 
project. 

Senator SpaRKMAN. It was but it more or less lost its identity as 
such after the war was over and it was used wherever there was shown 
to be a need for that type of housing. 

The CuarrMan. The city of Los Angeles was a war area during the 
war. 

Mr. Branac. That is right; but now none of the large cities are 
defense areas. 

The CHatrrman. How many projects did your company build ¢ 

Mr. Brauac. Rental projects, about three. 

The Cuarrman. How many units were involved in the three ¢ 

Mr. Bratac. About 950 units. 

The CuairmMan. They were all financed by FNMA ¢ 

Mr. Branac. No, sir. Some of the smaller ones were private financ- 
ing. Bank of America took some of them. 

The Cuatrrman. What percentage of the 900 were financed by 
FNMA ¢ 

Mr. Brarac. Seven hundred and ninety-five in one project. 

The CHarrman. That is FNMA? 

Mr. BIALAc. Yes, sir. 

The CuHairman. Those are the three projects that you have at the 
moment ¢ 

Mr. Bratac. Well, the two smaller ones which were out of the city, 
we sold those. Those were duplexes. We have gone into multiple- 
family units only. 

The Cuatrrman. The new projects that you want to start you cannot 
get any mortgage-c ommitment money yis that it? 

Mr. Branac. Under no circumstances. 

Senator Busn. You say at no price? 

Mr. Bratac. At any price. They are just not interested in FHA. 
Especially section 20%, 

The CuarmMan. Why are they not interested ¢ 

Mr. Branac. Because, sir, the No. 1 reason is that the Treasury has 
been throwing a lot of paper at them—I am going to stick my neck 
out—they have been throwing a lot of much more interesting paper 
on the market than we can hope to compete with, with our FHA 
projects. We are limited. I do not believe that interest should 
be increased any more. I was in favor and, as a matter of fact, I 
worked with Mr. Cole trying to get section 207’s interest increased, 
but that was $281,000 more that will be paid on this one 523-unit 
project alone. 

Now, this comes out of our pocket and the renter’s pocket. If you 
make it any highe r, the project will not be a success. fi 

The CHarrman. You haveacommitment for 523 units from FHA ? 

Mr. Brarac. That is right. 

The CHarrkMAN. But you cannot get the mortgage money / 

Mr. Braxac. In any way, no, sir. : 

Senator Busn. Do you thing the FHA interest rate ought to be 
increased ¢ 


Mr. Bratac. No: I do not. 
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Senator BusH. Why not? 

Mr. Biarac. Because if it is increased any more, these projects will 
no loi ger ben good invest ment, eit her for FHA or the builders. 

Senator Busn. Why? 

Mr. Bratac. Well, because right now we are able to give low rentals. 
By this one-quarter of a percent increase it meant $3 a month more 
per apartment. That came out of the renter’s pocket. From 72, they 
go to 75. We have absorbed that but we cannot absorb any more, 
and still make these projects attractive. The « nly was these projects 
are attractive is through their low rents and I heard some gntleman 
speaking just before me on slum clearance projects where they would 
rent them at $25 a room, oul ceiling right now is S21 a room, and $21.75 
a room. 

Senator BusH. What does mortgage money bring out there in your 
area on a private basis‘ What are the mortgage lenders getting for 
a loan ? 

Mr. Bratac. On Veterans’ Administration home loans, which is the 
only thing they can really legaily get a discount on over one and a half 
percent—and they cannot do that any more—they were vetting LO per 
cent bonus. They were selling 10 percent under. 

Senator BusH. How would that translate into the interest rate, so 
to speak, could you do that ¢ 

Mr. Branac. It would be very difficult to figure it out, but there was 
an advertisement—— 

Senator BusH. Suppose you step aside from the VA or the FHA 
market for a moment. What is the private market cetting for mort- 
gage money ¢ 
Mr. Bratac. They are not getting it. It is closed now. 
Senator Busu. There is no lending being done ? 

Mr. Bratac. Not on conventional loans. 


Senator Busm. How about the savings banks? Are they making 


] 


loans on mortgages ¢ 


any 

\ir. Bratac. Not to my knowledge, sir. 

Senator BusH. The building and loan associations, they are making 
no loans at all? , 

Mr. Bratac. They are making loans but at very high discounts. 

Senator BusH. Well, what rate? 

Mr. Branac. Six percent at least. 

Senator Busn. Do vou think that isa fair measure of what the rate 
is for mortgage money ¢ 

Mr. Branac. In the West, ves. 

Now. in the New England States it is different and it always has 
been. We have always, even in good markets, paid a half percent 
ervice fee to the eastern lending institutions, which we expect. 


Senator Busm. You believe that despite the fact that in the normal 
market, the money out there is 6 percent, that the Government ought 
to still insure morgages at 4.5 percent, that it ought to be held down, 
so to speak ( 

Mr. Branac. Those 6 percent markets are not guaranteed. In other 
words, they take a great loss on that, and that is why it is 6 percent. 
On the four and a quarter markets, the Government guarantees them. 
They cannot take a loss on them. 


Senator Busy. Well, that is true. 
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Mr. BIALAC. Therefore thes do hot desi rve any greater interest on 
a guaranty. 

senator BusH. Why dothey not attract the business, then ¢ 

Mr. Biatac. Well, right now the banks big enough to make loans 
on these larger projects are so full of—well the three and a quarter 
bonds, for example, which on today’s market are 98.29 

Senator Busu. You say the banks are full of those bonds ? 

Mr. Biatac. They have quite a few of them. The eastern banks 
which make about 95 percent of all the loans. 

Senator Busu. That is a 20 year bond / 

Mr. Branac. That is a 20-year bond. 

Senator Busi. 20 years. 

Mr. Bravac. Yes, sir. On our debenture, if the FHA project were 
k to the bank, the banks would receive deben 
tures, 2°% percent for 20 years, which cannot even compare to those 
Government bonds. They are taking a chance that they will be get 
ting a lot less interest than on Government bonds. 

Senator BusHn. What is the length of those debentures / 

Mr. Branac. The debentures are 20 years, In every othe program 
they have been 10 years. In section 608 they were 10-year debentures. 

Senator Busu. They eive a 20-vear debenture at 284 percent in 
satisfaction of a default / 

Mr. Bravac. That is right. 

Senator Busuw. You do not think that is enough ¢ 

Mr. Branac. I know it is not. ‘hey can get much better invest 


ments in the market. They can get Government bonds at 91. 


to go back and turn bae 


Senator Busu. In other words, the Government ought to consider 
increasing that rate on those debentures then so as to make them con 
form with market conditions, is that right ? 

Mr. Bratac. We have investigated that phase ot it. Our broker 
made a survey of it and talked to several of the biggest banks. It 
would not help at this time. 

Senator Busi. Why wouldn't it help? It would make the deben 
ture more attractive. 

Mr. Biantac. By loosening up the money and selling the bonds they 
stand to take too big a loss on the bonds that they now hold, in order 


to get money to buy these different projects or mortgages. 


In other words, they have committed themselves for most of then 
money already this year. A lot of it is in Government bonds, short 
term ‘Treasury paper, and so on. 

lf they were to get money to bury the morteages from the builder, 
they would have to sell some of these bonds or take money that they 
have in reserve, which thev do not want to do. By selling the bonds 
they will take a loss which they do not want to take. 

The Cuamman. Your problem, then, is a shortage of mortgage 
money. 

Mr. Branac. A shortage of mortgage money and it is a big problem. 
If something is not done before Congress meets again—— 

The CHamman. What do you suggest we do! 

Mr. Biatac. Allow FNMA to make prior commitment 

Senator Busu. In other words, the Government would underwrite 
the mortgage. 

Mr. Brauac. The long-term market, ves. 

34951—53 10 
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Senator Sparkman. They would agree to buy it. 

Mr. Branac. Yes. I beheve in a year from now the market will 
mprove. It has to improve or otherwise we will be in the worst 
depression we have ever been in. I believe that it will improve. A 
vear from now the lending institutions will be taking these four and 
| quarter mortgages as a good investment. I think things will level 
down in that time and FNMA will never have to touch one of them 
because they will be bought up by the lending institutions. But they 
are unwilling to commit themselves to that. money they have to put 
aside right at this time. 

Senator Busu. How far do you think FNMA should go in that 
connection, an unlimited amount / 

Mr. Bratac. No, sir; I do not. 

Well, it is not unlimited because FHA determines the need in any 
irea. 

Senator Busn. Well, there is plenty of need. We have been hear- 
ng about that for a long time and I certainly believe there is plenty 
ot need. 

Mr. Brauac. If the normal flow could again be recaptured, the need 
would be lessened. Apartments are available now. They are much 
ighter in the West. 

Senator Busn. But you have not got a specific limit in mind. You 
know FNMA now owns $2.5 billion worth of mortgages. 

Mr. Bratac. Well, sir; at this time at least they should take all the 
mortgages that were committed up until June 1. These were Govern- 
ment-encountered programs. They should, in order to keep the mo- 
rale of the builders up and in order to encourage them to go on further 
with programs which are necessary, they should take at le ast the mort- 
gages that have been committed up until June 1. There are probably 
no new ones that are being applied for now because of the conditions. 
This will be a little help, at least until Congress gets back. 

The CHarrman. Of course, I guess you realize that the Govern- 
ment is a little short of money, too. 

Mr. Brarac. It probably is. 

The CHairman. It is running a deficit of $70 billion or $80 billion. 

Mr. Branac. We stand to lose a quarter of a million dollars on this 
project alone. 

The CHarrman. How? 

Mr. Brarac. Well, we have already invested that in it. FHA fees, 
architect fees of $186,000, preliminary engineering, permits, all these 
things. We will lose it. We cannot hold on to this project any 
longer than next month. 

The CHarrman. In other words, if you cannot find somebody to 
agree to buy your mortgages then you will lose a quarter of a million 
dollars? 

Mr. Bratac. We will lose a quarter of a million dollars and lose the 
project and certainly we will never go into any other of this type 
project and get burned again. 

We are not alone. There are builders who have already fallen by 
the wayside. There will be many more. All those holding mortgages 
right now are bound to lose on them. 

It is a selfish view but the builders in the last 7 or 8 years, a small 
percentage of the builders, built about 45 percent of the housing and 
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in the last 7 or 8 years they have made an awful lot of money. They 
are unwilling to risk it now in the market and I believe a lot of them 
will retire if conditions persist. That alone will cut down your hous- 
ing rate tremendously. 

The CHatrMan. Well, of course, along with the private enterprise 
system goes the right to make money and the right to lose money. 

Mr. Bratac. Oh, yes, sir. We have lost over $1 million on 1 project. 
When we go into a thing, we do not go into it thinking that we are 
bound to win, but when we go into a Government-encouraged project 
such as section 207 was, where it encouraged the building of rental 
units, we do expect the Government to bac ‘k us. 

The CuarrmMan. Do you find it is harder to get mortgage money on 
rental property than it is on sale property ¢ 

Mr. Brantac. Yes it is. The rental market went dead right after the 
first of the vear. The retail sales market did not go dead until the 314 
bonds were issued and then it went dead in 1 day. And it is getting 
worse and worse. Money is getting tighter and tighter. I do not look 
for any natural betterment of the market within the next S months, 
at least. It is not there. It cannot be there. 

Senator Payne. When did you make the first approach in connec- 
tion with trying to get the funds for this? 

Mr. Bratac. At January 27. 

Senator Payne. That was the first approach ? 

Mr. Bratac. Yes, sir. 

Senator Payne. Was that the first time you ran into a situation 
where the money market seemed to be tight ? 

Mr. Bratac. No, it was a little tight when we had our section 680 
loan but it was not anything like this. We could sell at a discount. 

Senator Payne. When was that? 

Mr. Bratac. That was approximately 3 years ago. That cleared 
up in a very short time. 

Money has always been a little difficult to get in the West. It is more 
difficult. 

The CHarrMan. It has always been difficult for me to get, and most 
everybody else. 

Senator SparKMan. Going back to your section 207 housing, you 
said that it was 80 percent insured. If you can build those units for 
as low as $7,000, you would get 90 percent, would you not? 

Mr. Brarac. Yes, sir, but you cannot build those units on today’s 
market at that figure. You get 90 percent up to $7,000 and these units 
will cost us about $8,000. 

Senator SpaRKMAN. What do you build them for? 

Mr. Brarac. From $8,000 to $8,100, including the land. 

My statement was wrong, there. It is actually about 83 percent 
financing. 

Senator SparkKMAN. Your percentage would run up close to 85 
percent. 

Mr. Brauac. It is about 83 percent. 

Senator SpaRKMAN. Just a question or two about FNMA. T have 
considerable sympathy with your situation and I know we have a tight 
situation but the difficulty is that when you open it up, it involves so 
much money and after all, every dollar's worth of mortgage that 
FNMA buys. means another dollar taken out of the Treasury of the 
United States and another dollar added to the public debt. 
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The Cuarman. Anda dollar added to the deficit. 

Senator SpaRKMAN. That is right. If we opened it wide 

Mr. Bratac. I do not mean wide open. 

Senator SpARKMAN. I do not mean that, but it is possible that it 
could entail as much as $4 billion a year. Now, of course, we just can 
not consider an operation like that. So the difficulty comes in 
drawing the line. You say take care of those that were ready to go 

i know, of course, if we did that, we immediately 
would be flooded with requests to keep it open until the money market 


by Ji ne l, when VO 


opens ip again. 

Mr. 131 ALAC, Yes. SIT’. but j belic ve by taking those up to June | 
t will cover—there is only $80 million in commitments out on section 
207. That includes those under construction now. 1 would say actu- 


} 


ally there is only about $35 million worth right now that are looking 

for finaneing. Section 2OT has not bee attractive to the veneral 

public because it is strictly an investment and not a quick-money 

cheme. 

The ( HvrRMAN. You have the rig 
pose of them ¢ 


i] 
Mr. Brauac. That is right but at no time can anyone take more than 


it after 2 years, do you not, to 


43.000 in salaries out oj the corporation. The dividends are limited. 
it is not a (| ick money scheme. It is definitely a long-term lhivest 
ment and it | not been attractive. Section 6US was very popular 
and qu te n few have been old al res td and resold and th \ hav 7 
drained the money out of them pretty well. Section 207 stopped all 
that. 

; PONG to Save .© cents mm the 


[ey ery cent spent now by KN MA Is 


Senator SPARKMAN. | want to say to you that I certaimly can agree 


iF T'¢ 
to the extent that we should encourage construction under section 207 
: : ce: sh. . 
i think it is a good provision and whe it Is desirable for everyone to 


be a homeowner we know that 1s not possible of attainment and we 
wren ourage t} e use of section YOT bit it seenis to me the difficult 


thine is draw lng the line on the participation of FE NMA in our overal] 
housing program. 

Mr. Biansvc. As I say. I believe right now, $35 million is all that 
would have to be taken in right at this time. Ours is almost $4 million. 
There is one project here in Washington that is a little over $16 million 
that accounts for more than 25 percent of the outsanding FHA. They 
vet financing, either. 

The CHamman. Well, thank you very much. Unless there are 
furthe question . we appreciate your coming here and testifying. 

Mr. Branac. Mr. Chairman, may I say one more thing: Since slum 
clearance Was brought up, IT had previously been talking to Mr. Cole 
and I presented a plan to him which I think is very workable and 
would like to mention it here, if I may. 

Phe Cuamman. You may proceed. 

Mr. Branac. As it stands now, slum clearance costs the Govern- 
ment and the city and it is not taxable. Under the plan I submitted, 
the Government and the cities participate in clearing the land and 
selling it at a token price of say $1 to the builders, but the builders 
would not be allowed to capitalize on the land. In other words, they 
would be limited to a rent ceiling which would not include any capi- 
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talization on the land. The builders would then continue to pay taxes 
in the form of full assessments on the land and that would pay the 
Government and the city back eventually on everything. 

We have plans in our possession that we have worked on for some 
time that we can build and rent 1 and 2 bedrooms and very attractive 
ones at $35 to $55 a month total. 

The CramrMan,. If the land is given to you free? 

Mr. Biatac. That is right, but provision should also be made that 
prohibits whoever buys the land ever capitalizing on it, to let the rent 
ceilings continue. In that way the city and the Government would be 
fully paid back in taxes for the land. Instead of it costing the Gov 
ernment any money, it would not, and I think private enterprise can 
build a much better unit for a lot less. 

The CnatrmMan. Your plan is that the Government—meaning the 
city and the State and maybe the Federal Government, they acquire 
the land. 

Mr. Bratac. That is right. 

The CruatrMan. Demolish the buildings, and then turn it over to 
the private builder for $1. 

Mr. Braac. Yes, sir. Then the private builder would be allowed 
to capitalize on the cost of the amounts and have to pay taxes on the 
full assessment of the property. That would pay back the city and 
the Government and I think they can build them a lot cheaper. For 
instance, the $10,000 unit they proposed in Los Angeles, we can build 
it for $3,500 and that is not an exaggeration. 

The Cnaimman. If there are no further questions, we thank you 
very much. 

We will stand in recess until 2 o’clock at which time we have two 
witnesses, Randy Hamilton, Washington director of the American 
Municipal Association, and Elmer W. Henderson of the American 
f‘ouncil on Human Rights. 

We will meet again in this room at 2 o’clock. 

We will meet again in the morning at 10 o'clock. 

On Monday we will meet in executive session to write up this hous 
ing legislation. I wish you would, Mr. Clerk, notify each Senator 
that starting at 10 o’clock Monday morning we will meet here for the 
purpose of writing wp this legislation. 

Senator SparkKMAN. Mr. Chairman, when we had the subcommittee 
hearing on the other bill there were a couple of proposals I omitted 
hecause we were afraid they might be controversial. I said I would 
like to submit them when this bill was taken up. One matter Senator 
Bennett thought the Treasury would be interested in. 

Mr. Dixon. I have called and they will have a memorandum down 
here before our executive session. 

The CuatrmMan. Then will you notify the committee that we will 
meet at 10 o'clock tomorrow morning and finish our witnesses and 
then I am particularly anxious now to get the information to every 
member of this committee that we are going to meet in executive ses- 
ion at 10 o’clock Monday morning to start writing up this bill. The 
legislation expires June 30. We have to do it whether we like it or 
not. 

On Wednesday, we take up the rubber bill. We still have our con- 
ference report on the Defense Production Act. 
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(Whereupon, at 12:25 p. m., the committee recessed to reconvene 


at z p. m.. the same day.) 
AFTERNOON SESSION 


The Cuatrman. The committee will come to order. 
Our first witness will be Mr. Randy Hamilton, Washington direc- 
tor of the American Municipal Association. 


STATEMENT OF RANDY H. HAMILTON, DIRECTOR OF WASHINGTON 
OFFICE, AMERICAN MUNICIPAL ASSOCIATION 


Mr. Hamivron. I have given the clerk a copy of our position as 
adopted at the convention and I request that it be permitted to go into 
the record. 

(The statement referred to follows :) 


STATEMENT OF THE AMERICAN MUNICIPAL ASSOCIATION 


Municipal governments in the United States are apprehensive of effects upon 
local governments of huge industrial and military expansions which will be and 
which have been occasioned in many localities as a result of American 
preparations for national defense. Heavily impacted municipalities will be no 
more able to finance, in the immediate future, vast and suddenly increased 
demands for capital improvements in the form of community facilities and 
services than they were during World War II, and during the Korean conflict 
to the present date 

Following the outbreak of hostilities in Korea the Federal Government 
expanded war production and war training facilities rapidly. The population 
of many communities was multiplied several times over and cities found them- 
selves in need of scores of new community facilities and services. New 
policemen, new firemen, and new equipment for both these services was and is 
needed to provide public safety services to war plants and military installations. 
Many communities find themselves surrounded by training camps with military 
personnel ofttimes numbering many times more than the population of the city. 
Many cities were required and still need to extend sewers, water mains and 
streets to accommodate the new plants and the heavy influx of defense- 
connected people. 

The development of an orderly, cooperative program of partnership in provid 
ing community facilities and services was evolved. The legislation contained 
in the Defense Production Acts and the Housing Acts established congressional 
policy regarding the Federal obligation to help communities which were heavily 
impacted by the defense effort to provide community services and facilities. 
There is nothing on the horizon that lessens this need or which indicates that 
previous congressional policy was in error. 

The bill you have before you, 8.21083, would permit the law providing 
community facilities and services aids under title III of the act, except as to 
assistance in accordance with pending applications made prior to June 1, 1953, 
to expire. If S.2108 passes in its present form then it must follow that the 
Congress denies that it has any obligation to help provide these community 
facilities and services in areas which are overburdened and overwhelmed by 
the impact of a defense-connected establishment. 

The American Municipal Association urges action by this committee to amend 
8.2103 so as to provide for continuation of title ITI as it pertains to community 
facilities and services until June 30, 1954. If this is done then the Congress 
will be keeping faith with those municipal officials who have been cooperating 
in this program with the understanding that the partnership is a continuing one 

The American Municipal Association believes there must be a minimum of 
delay in the installation of municipal capital improvements in terms of com- 
munity facilities and services in urban areas where defense activities are 
expanded. Without these expansions the defense effort will be impeded. New 
citizens, defense workers and military personnel alike, cannot be expected to 
achieve maximum effectiveness in the face of grossly inadequate water or sewer 
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supply, hospitals, police and fire protection, recreation, and other community 
services and facilities of government at the local level 

Defense plant workers and military personnel when living or visiting off the 
military installation must have the protection, physical facilities and services 
of local governments. It is imperative that the Federal, State, and local 
governments provide necessary additional facilities and services as soon as 
possible after the location or expansion of the defense plant or military installa 
tion is decided upon. To achieve maximum efficiency there must be no lag 

In order to achieve this goal it has been demonstrated through the operation 
of the community facilities and services program in the past that the best method 
of providing these services is on a partnership basis with the Federal Govern 
ment assuming its portion of the obligation. 

While this association is not qualified to endorse or discuss certain provisions 
of the bill which you have before you we do recommend that insofar as section 9 
is concerned that it be amended to extendithe community facilities and services 
program in defense-affected areas for a period of 1 year to June 30, 1954. 

Mr. Hamivron. I represent the American Municipal Association 
which is an organization of 12,000 municipalities in 43 States. Our 
position in regard to S$, 2103 extends only to the provisions regard 
ing community facilities and services. We are not competent to 
discuss the subjects of housing and mortgage financing, and so on. 

The bill as now drafted would permit the law providing commu- 
nity facilities and services with the exception of those already on 
file to expire June 30, 1953. If the provision of the law as now 
drafted carries, then the Congress of the United States will be say- 
ing to those communities which have been overburdened by the 
impact. of the defense effort: “The Federal Government has no 
responsibility to help you provide needed community facilities and 
services even though Federal activity has overburdened your fiscal 
and physical resources by bringing in many thousands of people.” 
Failure to extend the provisions of this law which aids local govern 
ment in meeting these community needs would be a denial of a moral 
and legal obligation on the part of the Federal Government toward 
local government. Gentlemen, if each of you were asked this ques- 
tion, I think you would answer in the affirmative: “Does the Federal 
Government have any responsibility to help these communities which 
are overwhelmed by the defense impact to provide needed community 
services and facilities?” 

The CuHarmman. Will you yield there? 

Mr. Haminron. Yes, sir. 

The Cuarrman. You do not think that they have already been 
provided or will have been provided up to June 1 ¢ 

Mr. Hamirron. No, if you will let me develop that point, Senator, 
I think it will come out in the testimony. 

Put yourselves in the position of local government officials who are 
faced with these prospects: (1) Thousands of people jamming in 
adequate and underpoliced streets. (2) Dangerous demands on the 
city’s filtration plant which is already operating at overcapacity. 
Would you be able to sleep if you were a conscientious city official 
when thousands of additional people in your city demand and use city 
water which you know is not getting proper treatment because you do 
not have the facilities to supply properly-treated water to the many, 
many newcomers who have swarmed in to perform their patriotic duty 
in the defense effort? As conscientious members of the Senate, can 
vou say to those city officials, “The Federal Government which has 
brought these people to your area has no responsibility to help you 
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provide the additions to your water distribution, treatment and puri- 
fi ation system to p yrovide safe water to those people?” 

(3) They are faced with breakdown of sewage systems. Sewage 
effluent clogs the lines, in some cases overflowing into the public streets 
because the system is carrying many times more raw, untreated sew- 
age and human excrement than it was designed to carry. In some 
cases, cities have had to prohibit new tie-ins because of the overload- 
ing of the system. 

(4) Garbage trucks and garbage disposal] facilities which are not 


adequate. The increased amounts of garbage which existing units 
or: to carry, in order to care for the defense-connected hewcomers, 
has resulted in breakdowns in the collection and disposal patterns. 


oe: would you as a city official handle this problem, with the polio 
season coming on, if your public health officer told you that the city’s 
inadequacy with regard to garbage and refuse collection and disposal 
is causing an added health hazard to the community ¢ 

(5) Added fire and conflagration hazard. The doubling, trebling, 
and even quadrupling of residents and residences soon obsoletes local 
fire-fighting facilities. If you pass S. 2103 in its present form, you 
will be saying to the local governing officials that it is up to the city 
to “go it alone” in providing new fire equipment, new fire stations, 
and other public safety services. You will be saying, in effect, get 
along as best you can. We will just bring the people in to your 
town. It is up to you to figure out how to provide fire protection for 
3 or 4 times as many people as your fire defenses are equipped, manned, 
or prepared todo. No fire was ever put out by the fire truck that was 
still a dream im the mind of the mayor. 

I will not burden you with repetition in this regard, Senator. There 
is no need to run through the listing of the community facilities and 
services which have been mi ide inat lequi ite by the coming of thousands 
of new defense-connected people t oa community. Suflice it to say 
that the previous five examples are in themselves suflicient justifica- 
tion for an extension of the authority to join with local government 
in meeting the needs which are occasioned by the impact of the defense 
effort on the community, and I have not even touched on the question 
of police protection, hospi tals, health facilities, recreational facilities, 
and other essential community facilities and services, 

If I m: LV, Senator, | woulk | like to read a letter acd lressed to a 
Thye, a copy of which came to my office from a village of 1,200 in 
Minnesota which I think plaintively points up the problem of these 
local officials. 

Dear Senator: The entire Twin City ordnance is within the boundaries of 
Arden Hills If the buildings were not in use for making cartridges there 
would be at least $100,000 per year paid by private companies in personal prop- 
erty taxes. The loss of this personal property tax is causing a hardship to the 
taxpayers of our village. 


Police: There are 11,000 people who daily ride through our village to the arms 
plant. Most of them drive their own cars. <A larger percentage of these people 
disregard traffic laws than do the average driver. They pass on hills, on curves, 


speed, and pass school buses when stopped. We are trying to enforce the laws 
and lower the number of auto accidents but we just haven’t the money to have 
police cars and full-time police. I called on the commanding officer at the 
erdnance and asked if he could furnish police cars and police. He checked 
this request and a week later said he could not find anything he could help us 
with. He suggested that I write our Senators as he realized we needed help. 
He told me he had asked the State highway patrol and the county sheriff for help 
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but had been turned down. We need a police car with 2-way radio and 3 
policemen each working 8 hours per day. This would cost $3,000 for a car, 
$450 for a radio and $250 per year for a hookup with the Ramsey County Radio 
Police Station. Three policemen would cost about $17,000 per year. This would 
he a total of $20,730. 

Fire protection: When the ordnance plant was filled with private companies 
the fire department also served the village. When the Federal Government took 
over we were notified that they could not longer furnish us fire protection out 
ide of the Government area. We need two different fire companies to service 
our village or our fire-insurance rates go up $10 per thousand. This is an extra 
expense of $5,000 per year. 

Roads: We do not have any paved village roads. We lost our taxes 2 years 
ago from the arms plant so cannot furnish good roads. Cars get stuck in the 
mud each spring. 

I am sure you realize that the arms plant is causing a hardship for a village 
of 1,200 people. I am sure the Federal Government does not want to burden 
the people of a local village. Can you do something to give us immediate relief? 
Our village is a city of homes. The arms-plant area was our industry. I would 
be pleased to hear from you. 

Yours very truly, 
W. E. CuMMINGS, Mayor. 

The CuarMan. Let me ask you this question. Why should not the 
State of Minnesota, which is a sovereign State, why should they not 
handle it? ‘They believe in States rights and they want the Federal 
Government to stay out of all this business. 

Mr. Haminron. I believe they should, sir, and I believe it should 
be a three-way working partnership. I believe the relationship be 
tween the Federal, State, and local levels should be worked out so 
that it can be met locally and [ might add that our association is 
fiohtine on the State level in all of the 43 States in which we have 
members, for that very factor. 

The Cuarrman. That would seem like a proposition for the State 
to handle. Itisa large and prosperous State. 

You may proceed. 

Mr. Hagrinron. I suspect that many of you are thinking to your 
selves, *That’s all very well, but why can’t local government pay for 
these things themselves? Afterall, new people mean new building and 
that means new taxes.” The problem is not that simple. In the first 
place, many of these community facilities and services such as water 
end sewer facilities ne d to he put Mn? lace b fore t} e new construction 
even gets on the tax rolls. Secondly, residential construction does 

ht ina city until at least 10 or 12 years 
after the house has been on the tax rolls. 


not begin to bear its own welg 

In the case of the low-cost housing which usually accompanles 
these defense buildups, the time is even longer. 

The CnatrmmMan. What is that? 

Mr. Haminron. Residential construction does not pay itself out for 
facilities such as sewer lines, street Hohtin 
fire protection, until 10 or 12 vear's pass, an 
houses the period may be even longer. 

Thirdly. local governments throughout the United States are se 
verely restricted bv constitution or statute as to the amount of money 
they ean borrow for public purposes. Most of our local governments 
are already at the edge of that borrowing limit. The power to raise 
those limits does not lie in the hands of local governing officials, for 


additions on poli eC al a 


yy 
| 
‘ 


in terms of these low-cost 


the most part, as it does in the Congress. That must be accomplished 
through constitutional amendments or legislative action in the State 
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capitols. Having attempted to provide these resources ourselves, we 
are already right up against those limits. In many cases, we cannot 
borrow more to provide these community facilities and services. 

In the absence of Federal assistance in the provision of community 
facilities, the burden will fall on local governments which are not 
fiscally prepared to carry the burden. One example comes to mind 
when I think of a case involving Lakehurst, N. J., last year—the site 
of a great naval airbase. All hands agreed that a vite ally needed 
sewerage line had to be installed immediately, unless the public health 
was to be grossly endangered. HHFA requested Lakehurst to supply 
$25,000 of the necessary funds for the project, to be matched with 
Federal funds. ‘This seemed like a reasonable request, until we 
examined the bonded-debt limit of Lakehurst. We found that the 
town’s constitutional authority to borrow would allow them to borrow 
only $30,000 for all public purposes. Consequently, it was obvious 
that the town could not borrow $25,000 for 1 project unless it went 
beyond a safe margin for future borrowings on future projects. This 
is what I mean when I say that local governments, because of their 
bonded-debt limits, are not fiscally prepared to carry the burden. 
Incidentally, you will be glad to know that Lake lenin finally borrowed 
somewhere in the neighborhood of up to half of its capacity for that 
seweage proje ct. 

Incidentally, I know you will be glad to know that Lakehurst finally 
borrowed approximately up to half of its capacity for that project. 

Fourthly and most importantly, there is the question of whether or 
not a community should be asked to shoulder the entire cost by itself, 
of providing these services and facilities necessitated by the defense 
buildup. Presumably, the national defense effort is a national effort. 
Presumably, under our Federal system, the cost of the defense effort 
should be spread over the whole taxpaying base of the Nation. There- 
fore, taxpayers in one single community—the community that has 
to provide these services and facilities—should not be asked to sub- 
sidize the defense effort and the rest of the Nation’s taxpayers in 
order to provide these services and facilities, necessitated by the 
defense effort. I am certain that you will agree that the defense 
effort is national in scope and that some attempt should be made to 
distribute the cost nationally and equitably. 

At this point, coming back to your question, I would like to make 
a part of the record a recapitulation of the Federal-local partnership 
in providing community facilities and services. The one fact which 
immedi: itely stands out is that this is not a giveaway program. To 
date, there has been a total of 116 projects completed under this pro- 
gram—only 116 in the whole United States. Of this number, 31 were 
water-facilities projects, 29 were sewage facilities, 8 were combined 
water and sewer facilities, 21 were sewage-treatment projects, 9 water- 
purification projects, 1 combined water- and sewerage-treatment proj- 
ect, 6 hospitals, 1 garbage- and refuse-disposal project, 2 street proj- 
ects, and 8 police- and/or fire-facility projects. 

Going back over these figures, I want to point out that 99 out of 
116 projects were for water or sewage facilities of some sort. Over 
$0 percent of the prejects have been for these basic, essential utilities 
which are absolutely necessary to urban life as we know it in America. 
In terms of dollar costs to the United States Government, it should 
be brought to the committee’s attention that the entire program has 
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cost the Federal Government to date $25,539,575 in grants. Another 


$2,675,500 has been made available in loan funds, for a total obliga- 
tion of Federal funds of around $28 million. At the same time, how- 
ever, for these same projects, local government has put up $33,814,343, 
$5 million more than the Federal obligations. The total expenditure 
on this program has amounted to $63,029,418, of which the local gov- 
ernment has put up approximately 15 percent more than the Federal 
Government. 

Gentlemen, I submit that these figures prove two things: First, 
local government is concentrating on the basic, bare, primary essen- 
tials in community facilities. There are no frills on these projects, 
no fat to cut. Even though allowable under the terms of the law, 
there have been no projects for day-care centers, libraries, or recre- 
ation areas, regardless of the desirability of these services. Instead, 
local government has concentrated on essentials in the form of water 
and sewer projects, fire and police protection, hospitals, and garbage- 
disposal facilities. 

Secondly, local government is more than meeting its share of the 
obligations. Not only in terms of trying to meet the needs without 
Federal assistance, but also on those projects for which Federal] assist- 
ance has been granted, in which the Federal Government’s responsi- 
bility has been admitted, local government has put up 65 percent of 
the money for the projects. 

Gentlemen, I submit that you would break faith with hardworking 
local officials who are trying to meet the demands for community 
facilities and services if you let such a program exist. 

Finally—and this answers your question directly, Senator—one 
extremely important matter with reference to this subject must be 
stressed. S. 2103 provides that projects for which applications have 
been filed prior to June 30, 1953, may still be eligible for aids in pro- 
viding these facilities. The obvious comment is that such an arbitrary 
cut-off presupposes that the Federal interest in helping communities 
io provide these services and facilities can be turned on and off lke 
a spigot or ripped out of existence simply by tearing a page off the 
calendar. 

Aside from this comment, it should be pointed out to this committee 
that the Public Health Service ran out of money and stopped accept- 
ing applications last December. The HHFA regional offices advised 
cities that they were out of money in February and asked them not to 
submit applications in early March. 

So, in effect, the conscientious city official, the one who followed 
the advice of the agencies created by Congress to carry out its will, 
are being penalized. Those that tried to cooperate upon issuance of 
the directives concerning the exhaustion of funds are to be penalized 
for trying to cooperate. This violates the elementary rules of fair 
play. 

To cut off the program on June 30 because a city did not file an 
application, when that city was advised that the agencies were out of 
money in December and February, is to act in bad faith. If you pass 
S. 2103 in its present form, you will leave local government officials 
no alternative than to think that they should not have tried to co- 
operate, that they should have rushed in regardless of the agency’s 
advice and tried to “grab all they could while the grabbing was good.” 
We are happy to report that America’s city officials are not of that 
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pe and that they did not regard this program as a grab and that 

hey did coonerate W ith the agencies. 
0 we recommend to the committee that it not puta penalty on fair 
play. We recommend that you extend the time during which the pro- 
eram will run in order to keep faith with those city officials who kept 
s. 2103 in its present form is 


faith with vour agencies. Oo pass S 


lly to terminate the program as of last February, to terminate 
| thout prior notice and to bi mak faith with local officials all over 


vat Nation. 


For these reasons, gentlemen, we urge that the provisions of the 


f 


law providing for these community fac ilities and services be extended 


for another vear. Accord neliyv, we suggest the following amend- 


el to section 9 of S. 2103. 


S % Section 104 of the Defense Housing and Commit tv Facilities and 
Services Act of 1951, as amended, is hereby amended to read as follows 

After June 30, 1953, (a) construction of community facilities by th 

Unites tates may be begun under ti III of this Act and reement may be 


to extend assistance for the provision of additional community facilities 


‘s under that title on applications which are filed prior to June 30, 1954.” 


‘ 


Please note that we offer no amendments to any other portions of 
the act, except those pertain “to these community facilities and serv- 


Ces We offer ho amendments and ho testin OHV ON the other pro 
visions of this section relating to defense housing, mortgage require 
ments,andsoon. The intent of our suggested amendment is to extend 


iuthorization for the program CONCE rning’ community facilities and 


ervices to June 30, 1954. This will ailow the Federal Government 
to meet its Just obligation n those communities which are over 
burdened by the defense in pact. Phank you for your courtesy and 


itience. I will be elad to try to answer any questions vou may have. 


The Cuamman. I would like to have the clerk send over by special 
er this statement to the proper officials in the Housing and 


hiessehy 
Ilome Finance Ageney and tell them we want an answer in writing to 


lace the record with regard to this state ment, by 12 o’clock to- 
ore 

Send it over to them and tell them we want an answer in writing 

o put into the record answering each of these questions, particularly 

werlng that portion where they say that they were told by the 

KF deral (;overnment last December and last February to make ho 

upp! ation, and uny other | formation they care to place in the record 


statement 


(The information requested follows:) 


HH IN AND Homer ] NANCE AGENCY, 
Or E OF TH \DMINISTRATOR, 
iN hingt 5. D.C... June 18, 1953 
Re S. 2103, 88d Congress 
Hon. H 
( ( nf tlee on Be ) and ¢ 


(United States Senate, Washington 25, 0. 


Ty SENATOR CAPEHART Th ette s bell sent t you in response to a re 
quest which Mr. Dixon of your staff made by telephone yesterday. Mr, Dixon 

ed us to com nt on the testimony concerning S. 2103 which was presented 
before your committee vesterday by Mr. Randy H. Hamilton of the American 
funiciy Association 


Mr. Hamilton's testimony concerned the program of Federal grants and loans 
for community facilities in defense areas which Was authorized by title III of 
the Defense Housing and Community Facilities and Services Act of 1951, and 
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Which will expire on June 30, unless extended by law. He testified that the 
American Municipal Association believes that there is continued need fo Federa 
assistance for defense-connected community facilities and he recommended a 
l-year extension of the program 

Before commenting on the merits of the pro} osed extension, I believe that i 
would be helpful to discuss first one collateral issue which was raised by M 


Hamilton’s testimony and concerning which Mr. Dixon asked for our speci 





comment On pages G and 7 of the testimony, Mr. Hamilton states that the 
Public Health Service in out of money and stopped accepting applications 
last December and that the HHEFA regional offices advised cities that money had 
run out and asked them in early March not to submit further applications 
These statements are true Indeed, the Supplemental Appropriation Act, 19538 
(Public Law 547. $2d Cong.), as early as July 15, 1952, expressly provided that 
the Public Health Service could not obligate any further funds for the prog 
fter December 31, 1952 \s vo now, the Public Health Service handles aid 
for water puriheatiol ind sewage treatment plants Thus, for nearly one-half 
vear in advance of the December cutoll, the communities knew that no furthe 
funds would be Vailable for these two forms of community facilities Ni 
similar legal prohibition was enacted with respect to the Housing Agency, which 
handles aid for sewer and water lines and other facilities liowevel applic 
tions on file last February were more than suflicient to utilize all available funds 
While Mr. Hamilton's statement concerning the halt with respect to new 
applications is therefore correct e do not feel that the conclusion which he 
draws from this fact is Warranted. His testimony states 
‘So. in effect, thie HMScientlous City officia the one who followed the ad ( 
of the agencies created by Congress to carry out its will s being penalized 
Chose hat tried 1 co erat Pon N8stance of the dir 1 es concerning the 
exhaustion of funds are to be penalized for trying to cooperate This violates 
be elementary rule if iN 
In my opinion, nh red Wwe penalized in any way for cooperating by n 
mg an application hese Communities could not participate in the pro 
i¢ list t re W ‘ ho tu et I nas avail il e and hot bec: use they cCoopernter 
nil request nade by a Federal agency The Public Health Service, whe t 
( taking applications, was merely obeying a law enacted 6 months earlic 
Housing Agency, when it advised the communities not to prepare furthet 
pplications, was merely assisting the communities in avoiding needless effort 
Und the circumstances, “fair pliy’ on the part of this Agency consisted in 
processing the many earlier applications to the exclusion of later ones So fn 


s the Federal Government is concerned, since no community has a vested it 








est in future Federal anpropriations or authorizations, it appears to me that the 
only issue before the Housing Agen n formulating our recommendations a 
before the Congress in considerit th?s legislation is whether, on the merits, the 
program which was brought t virtual halt early this year becau of lack of 
funds should now he f he end 

In vV prepared testimony before your onmmittee on June 15, 1 state { 
Ss. 21 ol perm t hie ommunitv Pacwity ds to expire on June ) 
the deet does tot conteiipla ny further appropriations f thi One 
Tn oie Ose ) estion fron 1 committee, I believe that I also stated tha 
t] Llousin Ave - v did hav ( evidenc i continuir defe 
cone eed as W } warrant n ecolumending to y ! nitte f 
‘ io f ox 

I ito t \ 1 { ‘ nh une yi st ipplicatior ' \ 
f lit “Si nee lich have been approved and another a pendil 
cat “ e | e col dered formation hn con ! it? ! ne 

ind othe ft n received f1 i the field whi« FiVeS HS ! 

I ar ( vhich ive en tentatively proposed by \ . 
( m ‘ i ne the ] ed proje with pendin imd pote 
pre ft becal t})} ent | that the most ureent OmMMuUnItY Tae 
he S ¢ me bv the def se elfort lt e been approved Chese ] ‘ 
found gene vy to be needed to serve defense establishments activated in 1951 
consisting of Atomic Energy plants and Army, Navy, and Air Force instal'ations 
These had approached peak levels of impact earl niso2. The list of ; rroved 
projects presented to vour committee is evidence of actions taken ij pl a 
issistance for those ost urgently needed projects Applications fii'ed later in 
1952 and in early 1955 are for the most part of a less urgent nature. Some of 
these have also heen ap roved Many of the pending appli itions are ineligible 


for assistance er the terms of the present law While others may be eligible 
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for such assistance under the criteria in the 1951 act, the urgency in most cases 
has diminished because of changing emphasis in plans of the defense establish- 


ments. + 

On the basis of these facts, I do not state that there is no further defense 
connected need. lather, it is my view that the evidence in our possession con- 
cevn’ne the extent and urgency of such need is insvffitient to justify my recom- 
mending a further extension of the legislation. This conclusion was reached 
fter discussions with the Bureau of the Budget and after considering the com- 
petin’ claims upon the budget of other more vital defense needs. 

I also find in reviewing Mr. Hamilton’s testimony that he dealt only with 
general reasons for authorizing this type of Federal aid On the basis of my 


review of the projects which have been approved, I believe that Mr. Hamilton’s 
evplonation is completely valid and that the enactment of the 1951 act was fully 
j>stified However, I find no specific evidence in his statement which would in 
any wavy affect my advice to your committee with respect to the need for a further 
extension of this program. 
Sincerely yours, 
ALBERT M, CoLe, Administrator. 


THe AMERICAN MUNICIPAL ASSOCIATION, 
Washington, D. C., June 18, 1958. 
Hon. Homer E. CAPEHART, 
Chairman, Senate Committee on Banking and Currency, 
Nenate Office Building, Washington, D. C. 

Dear SENATOR CAPEHART: In regard to the correspondence of the HHFA Ad 
ministrator replying to my testimony before your committee yesterday, we note 
that the Administrator points out that our statements regarding the cessation of 
anpplications are true. We repeat the conclusions from this fact as offered in 
our testimony with the reasons therefore as previously stated. 

The Administrator states that the agency “simply does not have evidence of 
continuing defense-connected need” as would enable him to recommend continu- 
ation of this program Your committee has already received public records indi- 
eating that there are at least 207 applications now on file with HHFA, plus 
those which are on file with the United States Public Health Service. This 
desnite the fact that no anplications have been accepted by these agencies for 
the past 6 months or so. The total number of applications already on file approx- 
im“%tely doubles the total number of projects approved during the past 2 years 
of this program’s existence. We disagree with the Administrator that this does 
not constitute sufficient evidence of the continuing defense need. It is quite 
unusual for an agency administrator to admit in one sentence that his agency 
ceased to take applications some months ago, and then in a later sentence say 
that there aren’t enough arplications to provide the agency with evidence regard 
ing the continuing need for the program. 

The Administrator, in the last paragraph of his letter, agrees that on the 
basis of evidence, program history, and testimony that enactment of the 1951 act 
was fully justified. He does not, however, in his testimony or in his letter 
give any indication as to why continuation of the act is not justified. Neither 
does be indicate what elements of the defense preparation of this Nation have 
changed so as to make continuation of the program unjustified. 

We agree with the Administrator when he states: “On the basis of these facts, 
I do not state that there is no further defense-connected need.” We state this 
same position, positivelv, and indicate that there is a need * * * an urgent one. 

On behelf of the 12,000 municipalities who comprise our membership in 43 
States, nlease accept our sincere thanks for the extraordinary courtesy shown 
to us by this committee and its staff 

Yours sincerely, 
Ranpy H. HAMILTON, 
Director of the Washington Office. 


The Cuatrman. How many cities do you think might well be in- 
volved in this matter ? 

Mr. Hamiron. Well, I would imagine, Senator, that there are prob- 
ably somewhere in the neiehborhood of 300 to 400 applications. How- 
ever, I must say conscientiously that that could probably be cut down, 
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considering the essential parts of this program and forgetting the 
recreation areas it could probably be cut down to 200 or 250 cities. 

The Cuairman. Your chief objection here is that under this bill 
you cut the municipalities off as of June 30, on something that the 
Government has been helping them with in the past. 

Mr. Hamivton. That is right. 

The Cuairman. Your chief objection is that last December and 
February and other times, the Federal Government ran out of funds 
and advised these people not to make applications. 

Mr. Hamitron. That is right, sir. 

The CHatrman. Otherwise, there would be many more applications 
on file at the moment which would have been eligible under the law, 
even though there was a deadline of June 30? 

Mr. Hamitton. At least 6 months more of applications would be 
on file. 

The Carman. I donot think we can do much more with your state- 
ment here, until we get the answers from the Federal Housing Au 
thority, do you, Senator Sparkman ¢ 

Senator SparkMAN. No. This is the first time that this subject has 
been brought up in the course of these hearings. 

The CHarrmMan. We have had very little testimony on it and it is one 
of the things we will take into consideration when we start writing 
up the bill on Monday, but frankly I do not know the Administrator's 
position on this matter. I do not know why they recommended that 
it be dropped on June 30. 

Mr. Hamixron. That isthe present law, sir. 

The CHarrmMan. Why was it not recommended then that it be con- 
tinued ? 

We will find out in their answer tomorrow and if you would care 
to be here tomorrow when we get their answer and place it into the 
record, we will give you a copy of it and if you care to make any state- 
ment for the record in answer to their statement which we will receive 
tomorrow we will be happy to have you do so, 

Mr. Hamitron. I appreciate that courtesy, Senator. 

Senator SparKMAN. Is the practical effect of your amendment just 
to continue it for a year ? 

Mr. Haminron. Yes, sir. I did point out, Senator Sparkman, that 
we were only testifying on the community services section, to extend 
that 1 year. 

Senator SparKMAN. The practical effect is that you just continue 
it 1 year? 

Mr. Hamiuron. That is right, sir. 

Senator SparkMAN. Frankly, I did not know it was not continued 
in the bill. I did not know it was not included. 

The Cuarmman. The community facilities were dropped. 

Senator SparKMAN. You want to determine their reason for drop- 
ping it. 

The Cuarrman. Yes. 

I might say this, that the Defense Department testified either yester- 
day or the day before that it ought to be continued. 

Mr. Haminron. I would like to urge support for the position of Mr. 
Coogan and Mr. Richards of the Defense Department. 

The Cuarrman. We will have their answer here by noon tomorrow. 
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Senator SparKMAN. I would like to ask a question not bearing cli- 
re tly on this but a collateral question. Frankly, it was suggested to 
me by youl discussion In your statement about the responsibilities 
of the cities and towns in defense areas to provide the various facili- 
ties in order to take care of the increased burden brought about by 
defe) e activity. 

This oceurred to me in that connection, and it oTrows out of the 
realization of the closing down of the Army camp down in my State, 
Camp Rucker They are closing one in the chairman’s State, too, 
Camp Atterbury They are closing five different camps. However, 
I am familiar only with the one in my own State but I dare say some 
of the conditions may very well prevail in each one, particularly if 
the adjoining towns are small towns. 

Camp Rucker is very near a small county seat of Ozark, Ala. The 


mavor of Ozark tells me that since the reactivation of the camps 38 
years ago there have been 1.000 saat units built there The city 
has had to float a bond issue and increase its indebtedness for exten- 
sion of sewer lines and paving of streets and building of sidewalks 


and ll ot those things. No V. the camp Is closing down You Can 
m~sily imagine the adverse effect both on the town and on the people. 
This housing, by the way, was defense housing. 

In other words, there had to be a certification that it was needed to 
meet the needs of a critical defense area. 

Now, the question on my mind is, Wh: ut is the penpoRnInntsty of the 
Federal Government in such a ease as that’ I realize it is too late 
now to do anything about that town but it certainly seems to me 


we Oo o}it to have that in mind in the location of anv other defense 


Mr Hamiur I can sympathize with Doug Brown—I guess he is 
till mavor of +s is he not ? 

Senator Sparkman. Yes: and he made a very strong statement 

Mr. Hamieron. T had that in my own experience as city manager 
near a town whiecly floated bonds for an electric plant for a Navy 


stallation and we were stuck with bonds for a plant with tremen 


ous capacity that we could not use. The bonds were ees on revenue 
ro the usel w hie were not there. | think th: is an analo TOUS 
tuatio Your water lines and so on, are based on paving that off 

1] xes from people who are not there. 
We finally arranged for that to be refinanced through HHF A. I 
ik we had $38,000 wort f bonds in Southport, N. C.. left over, 


d ? think we arranged for that to be refinanced with HHFA. | 


In answer to yo r question more directly, aside from that experience, 
I would imaeine that when a town bonds itself beyond Its capacity 
te pay when the taxpay no base is removed beca ise of Federal action. 
that there is some area of Federal responsibility. I would se 
( el onte c| fo ao ml te t} it it Is } tirely a Feder: ily ‘esponsibility. 


I think that by the application of sound plannit hg programs and 
principles, we can project the population of that town for the next 20 
or 50) years, al d its needs for these facilities for the next 20 or 30 
or o0 years, dene nding on the life o fthe capital facility. I would off- 
hand say that the Federal responsibility would only come in over and 
bevond the projected use of that facility. 








ON ne nce 
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The Cuarmman. Many members of this committee are going down 
to South Carolina over the weekend and we will inspect such projects 
as you are talking about. 

Senator SparKMAN. There is this difference, though: That atomic 
plant is certified as a permanent installation. Now, in the case of 
Camp Rucker, of course, it was never certified as a permanent installa- 
tion. We knew all the time it was temporary. Yet, if I understand 
correctly, the Defense Housing Act—title IX. I believe—the milit: ary 
had to certify that housing was needed there and someone had to find 
that it was economically feasible, too. 

Now, 1,000 units have been built and Ozark itself could not absorb 
1,000 units in a long, long time. By the way the Government has 
money in there. At least they have the liability in it because they 
stand in back of the insurance. 

The CrarrmMan. We have a similar situation in Camp Atterbury. 

Senator Sparkman. Yes, I mentioned that and it is probably true in 
everal other cases, 

I knew it was not a matter to be solved here but I thought since you 
were in the position vou are in, you micht want to comment on it. 

The Cuamman. Will you be here tomorrow ? 

Mr. Haminron. Yes. 

The CuatrMan. We will have the answer in the morning, I am sure. 

The next witness will be Mr. Elmer W. Henderson of the American 
Council on Human Rights. 


STATEMENT OF ELMER W. HENDERSON, EXECUTIVE DIRECTOR, 
AMERICAN COUNCIL ON HUMAN RIGHTS 


Mr. Henperson. Mr. Chairman, I am Elmer W. Henderson, execu- 
tive director of the American Council on Human Rights, and, at the 
outset, I wish to express my appreciation for this opportunity to 
appear on behalf of the American Council on Human Rights in general] 
support of Senate bill S. 2103, te amend further the National Housing 
Act. as amended. Not o ily do we generally support the particular 
wmencinents proposed 1h this bill, Mr. ( ‘hairman, but. on the basis of 
our experience, we would urge favorable consideration of two further 
nmendments designed to enhance the effectiveness of the National 
Housing Act and its administration toward serving the housing re- 
quirements among nonwhite and white families alike commensurate 
with their proportions in the m: irket demand for private housing. 

Mr. Chairman, you will notice our testimony is limited to that 

Mr. Chairman, for the convenience of pone iittee and in order to 
conserve its time, I have here as embled, 1 na manner not previously 
done so far as I know, the factual de aiensaaaitha of our position which 
I wish to file with the committee and request its printing in the record 
at this point. 

The Cuamman. Without objection, it will be printed in the record. 


1951 D3 11 
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(The information referred to follows :) 


SIGNIFICANT QUOTATIONS OF FAcTs ON THE HOUSING SITUATION AMONG 
NON WHITES 


1. The housing market that exists among Negro families in the United States 
has been in recent years the subject of increasing interest on the part of builders 
and mortgage lenders. There is growing recognition of the fact that private 
enterprise has done relatively little to make new housing available to these 
families and that many of them are forced to live in homes far inferior to the 
homes occupied by white families of comparable economic status. Moreover, 
the greater opportunities that are opening for Negroes in various lines of en 
deavor, the breaking down of restrictions imposed by custom and prejudice on 
their choice of neighborhoods in which to live. and the favorable experience of 
many builders and lenders who have been active in the housing market to be 
found among Negroes have contributed to a realization on the part of the build- 
ing industry that this market is too important to be overlooked. 


+ ae + - - = ° 


A considerable amount of basic information on nonwhite population, employ 
ment, income, and housing is now becoming available in publications of the 
census of 1950 (Source: The Nonwhite Housing Market, by editor of FHA 
Insured Mortgage Portfolio, Fourth Quarter 1951.) 


ia) 
D. HOUSING OF THE NONWHITE POPULATION 
Despite the genuine advances made in housing during the decade of the forties 
for the nonfarm population generally, the supply available to nonwhites has 
bare kept pace with population changes and the quality is still inferior to that 


Between 1940 and 1950 there was considerable migration of nonwhites away 
from the farm, the total number of farms having declined by 1,400,000 persons 
during the decade. The nonwhite ppoulation in nonfarm areas, on the other 
hand, increased by 40 percent and the proportion of all nonwhites living in such 

increased from 65 percent in 1940 to 78 percent in 1950. While the non 
white population increased by 40 percent in nonfarm areas, the number of dwell- 


ing units occupied by nonwhites increased by only 37 percent. In contrast the 
increase in the nonfarm white population was 24 percent and the increase in 
dwelling units occupied by whites was 31 percent. 


These demand-and-supply relatiouships are reflected in data on size of house 
a 
i 


overcrowding, and doubling up of families—all of which reinforce the 
conclusion that the supply of housing available to nonwhites in nonfarm areas 
has barely kept pace with the increased need as the nonwhite population has 
srown and been augmented by migration from farms. Whatever easing there 
has been in the nonfarm housing supply generally between 1940 and 1950, it 
has not appreciably affected the situation of the nonwhite population, 

With respect to quality there is reason to believe that homes of nonwhites 
in nonfarm areas have improved substantially between 1940 and 1950. Neve 
theless, they are still far inferior on the whole to those of whites. This is illus 


t 


trated by the following summary from the 1950 census: 








Percent of families in group 


Nonfarm families, April 1950 Total Urban Rural nonfarm 


» Non- Non- , Non- 
hite Vhi te 
Wh whit Whit white Whi white 





I ! i lated homes 5. 4 26.6 4.1 23.9 9.6 37.3 
With no piped ru ! structure &.0 33.0 2.3 19.3 26.5 85. 7 
With no pr e inside fl 17. ¢ 2.1 10.4 41. 10.7 92.8 
With no pr ite bathin 19.9 AS. 2 13.2 49.3 41.7 93.5 
Livin ret 1.5 m 4.4 18. 2 $. 6 16.7 7.0 23.5 

An extended discussion of the housing for nonwhites is to be found in a study planned 


for issuance early in 1952, Housing of the Nonwhite Population, 1940-50, prepared by the 
Division of Housing Research, Housing and Home Finance Agency 
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According to each of these indexes, a very much larger percentage of nonwhites 
than whites. lacks homes that provide a minimum standard of safety and com- 
fort. This is equally true in urban and rural nonfarm areas. 

A change worthy of note in the housing circumstances of the nonwhite popu- 
lation in rural nonfarm areas is the tremendous growth in home ownership. In 
1950 the proportion of nonwhite homes occupied by their owners was about half 
again as high as in 1940, having increased from 24 to 35 percent of all nonwhite 
homes. While the proportion in 1950 was still substantially below that for white 
homes, the decennial increase was far higher among nonwhites—93 percent—than 
among Whites, where the increase was 70 percent. Whether this increase in home 
ownership resulted primariiy from a desire on the part of nonwhites to own 
their homes or from inability to find suitable rental quarters, it does imply both 
a desire to improve the quality of their housing, as well as increased financial 
ability to do so. It also suggests that there may be a potential demand for new 
housing, which private enterprise has overlooked. (Source: Fifth Annual Report 
(1951) of Office of the Administrator of the Housing and Home Finance Agency.) 


2 (db) 
HOUSING OF THE NONWHITE POPULATION, 1940—50—SUMMARY 


Significant changes have occurred in the population and in the housing in 
ventory of the United States since the census of 1940. The decade of 1940 to 1950 
wis primarily one of expanding national economy. It included periods of defense 
preparation, conversion to war production, active participation in war, cutbacks 
and partial reconversion, and the inevitable readjustments as the economy shifted 
fronr defense to war to peace and back again to defense mobilization. As with 
workers in general, nonwhites moved in response to war demands and’*felt the 
full impact of that period. ‘The necessary wartime limitations on new construc 
tion were such that the volume of new housing added to the supply for anyone 
was relatively small. To the extent that new housing was constructed during 
1942-45, it was reserved for essential inmigrant workers in urgent war produc 
tion areas. The delayed entry of nonwhites into war production employment 
severely limited their eligibility for occupancy of these dwellings. Even as non 
whites finally gained increasing employment in war production, traditional neig! 
borhood restrictions served to limit housing available to nonwhites during that 
period largely to more intensive use of the crowded areas already occupied by 
this group, supplemented by privately and publicly financed developments located 
generally in areas contiguous to such neighborhoods, 

The nature and dimensions of changes during the 10-year period after April 1{HO 
were Clarified to some extent by sample surveys of housing and population con 
ducted by the Bureau of the Census in October 1944, November 1915, and April 
1947 and more recently by the full 1950 census of population and housing. These 
surveys and censuses also provide the basis for analyzing special impacts of World 
War II and its aftermaths during the remainder of the 1940-50 decade upon the 
living accommodations available to the nonwhite population, over 96 percent oi 
which is Negro. They show: 

Significant increases in urbanization and interregional shifts of the nonwhite 
population for the 10-year period ending April 1950 have accentuated its housing 
difficulties. 

About 2.7 million nonwhites migrated during World War II and the immediate 
postwar period, with 1.2 million moving between noncontiguous States, and an 
additional million migrated during the latter part of the decade. 

Of the total nonwhite population, the proportion living in nonfarm areas rose 
from 65 percent in 1940 to 78 percent in 1950, 

The nonwhite population showed a decline of more than 1,400,000 in farm areas, 
largely in the South, accompanied by substantial gains in urban centers of the 
South and all other regions, 

Nonwhites comprised 10.5 percent of the total population in 1950, but occupied 
only 8.6 percent of all occupied dwelling units. 

The nonwhite population increased at a faster rate than the number of dwelling 
units it occupied (15 percent against 10 percent) whereas the reverse Was true 
for whites (14 percent against 25 percent). For nonfarm areas alone, the non 
white population rose by nearly 40 percent, while the number of dwelling units it 
occupied increased by only 31 percent. 

The nonfarm dwelling units occupied by whites in 1950 were, on the average, 
larger than those occupied by nonwhites, yet the average number of persons pet 
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dwelling unit occupied by whites and nonwhites was practically the same. At the 
same time, the proportion of overcrowded units (with more than 1% persons per 
room) among nonfarm dwellings occupied by nonwhites was some 4 times as high 
as that for whites, and the nonfarm rate of doubling (married couples rooming 
with other families) was 2% times as high among nonwhites as among whites. 

Annual money earnings of nonwhite workers not only doubled but apparently 
trebled during the decade, as indicated by rough comparison of census data on 
yearly incomes for 1939, 1945, and 1949. This increase in earnings was associated 
with, and presumably reflected in, the higher rates of improvement in housing 
supply as well as increase in home ownership among nonwhites than whites. 
Yet, at the end of the decade in 1950, there still remained broad differentials in the 
proportionate supply and quality of housing available to nonwhite and white 
families, and homes among nonwhites continued to show greater proportionate 
need for improvement than did those of whites. 

In nonfarm housing only, the proportion of dilapidated homes among nonwhites 
was 5 times as high as among whites (27 percent compared with 5.4 percent) 
and, in addition, the proportion of homes not dilapidated but lacking in 1 or more 
of piped running water, private flush toilet, private bathtub or shower was more 
than twice as high among nonwhites as among whites (35 percent compared with 
17 percent). 

The pre-1930 long-term trend toward homeownership in nonfarm areas was 
given a big fillip during the decade 1940-50, when the proportion of nonfarm home- 
owners among nonwhites rose by 93 percent, and among whites by 70 percent. 
Even so, nearly two-thirds of the nonwhite households in nonfarm areas were still 
renters in 1950, compared with 45 percent of white nonfarm households. 

The disparities between market values of nonfarm homes owned by nonwhite 
and white families were considerably narrowed during the 10-year period ended 
1950. Even so, the median values of homes owned by whites in 1950 still exceeded 
those of nonwhites by roughly more than 24% times—$7,700 compared with $3,000 
for nonfarm homes, and $8,700 compared with $3,700 for urban homes, 

Concurrent with rising incomes and home ownership, a higher proportion of 
nonwhite than white home owners apparently acquired more nonfarm home mort- 
gages than they paid off during this decade. For nonfarm homes only, the pro- 
portion of nonwhite-owned homes which were mortgaged rose from about 29 per- 
cent in 1940 to 38 percent in 1950, but the corresponding proportion for whites 
declined from 46 percent to 44 percent. Mortgage finance is still less readily 
iVailable to nonwhites than to whites, in spite of the very considerable improve 
ment during the decade. 

Monthly rents in nonfarm areas were generally half again as high in 1950 as 
they were in 1940. The upward shift in distribution of rents paid were such that 
1 in every 5 nonwhite households living in nonfarm rental units in 1950 was pay- 
ing $40 or more for monthly contract rent and over a third paid $30 or more, 
compared with 4 percent and 10 percent, respectively, in 1940. The rise in median 
rents was 108 percent for nonwhites compared with 64 percent for whites. The 
nonfarm median contract rent paid by nonwhites in 1950 was $25 compared with 
$37 for whites, whereas in 1940 it was $10 and $21, respectively—thus was re- 
flected a narrowing of the relative spread between rent levels of the two groups. 
rhese rent differentials appear more than compensated by the much lower quality, 
and hence value, of housing to which nonwhites have been generally constricted. 

Evidence of the pressure on nonwhite households to acquire more and better 











housing emerges from the data on their excessive overcrowding, doubling, and 
ney of substandard dwelling units, as well as from their improved econo- 
tus. If the measurable advance shown in the housing of the total popu- 
lation between 1940 and 1950 could be made in the face of the severe building 
material and labor shortages encountered, particularly in the first 7 years of that 
period, much more significant improvement should be possible in the years ahead, 
once the demands for critical materials by the defense program have slackened. 
As the data presented in this report indicate, this applies with particu'ar em 
phasis to the housing of the nonwhite population. The economic advances of this 
group during World War II and the postwar years appear to have continued sub- 
stantially into the beginning of the current decade of the 1950's. In fact, the 
current defense mobilization program may well further stimulate the economic 
progress of the minority groups 
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“There are * * * special areas of potential demand which as yet have not 
been given the attention on the part of builders that they deserve. Probably the 
most important of these is housing for the nonwhite population. An analysis of 
the housing of nonwhites in 1940 and 1950 leads to the conclusion that there is 
not only a vast unmet need for better housing among nonwhites but that there is 
also considerable unmet market demand. Gains in employment opportunities in 
better paying jobs and greater employment security have resulted in an appre 
ciable increase in purchasing power of a large segment of the nonwhite popula 
tion and a desire for better accommodations than those they are compelled to 
occupy. The translation of these desires into better housing has been limited by 
the reluctance of many builders and lenders to enter this market. Considerable 
opportunity would appear to exist for those builders who learn how to tap this 
large potential source of demand.” (Source: Sixth Annual Report (1952) of the 
Office of the Administrator of the Housing and Home Finance Agency.) 

j. A section of the market that is still comparatively undeveloped, although 
there is growing recognition of its possibilities for sound investment, is the financ 





ing of homes for minority groups. Some mortgage lenders have had long expe 
rience in financing homes for minority groups, some have only recently entered 
the field, and others are just beginning to realize its possibilities for profitable 
investment. 

\ recent statement of the Mortgage Bankers Association, quoted in part below 
sets forth a reasonable point of view from which to survey the market for 


minority-group housing 


\ 0d hon loan does not depend on the race, color, or creed of the borrower 
It: rather he defined as on hich has the following principal characteristics 
“(a) Its underlying security is a sound structure with a future economic life 
long enough to permit complete amortization of the loan before the building is 


worn out or outmoded 

“(b) The mortgaged property is located in a neighborhood sufficiently stable 
and desirable to attract people having an income large enough to make the re 
quired payments throughout the term of the loan 

“(e) The borrower is able and willing to meet al! his loan payments and tax 
reguiremen ane ge He also 
has an adequate ir me and employment sufficiently permanent to justify grant 





ifices necessary to mainfain his prop 


in f the lonn 
“It is the policy of the Mortgage Bankers Association to make loans available 
to all people without distinction as to race, color, or creed, within the limitations 


of sound lending practi 


Mi " erienc 
The A nta Feder Sa igs and Loan Association, which has been making 
onns to Negro borrowers for over 20 years, has this to sav about its experience: 
This association has financed Negro housing from its date of organization in 


1928. We can find no reason why we should refuse to finance this group of our 


“Our record with Negro loans has been unusually good. This has been particu 
larly true in the case of FHA-insured mortgages, inasmuch as the monthly pay 

ents are small and come nearer fitting into the Necro’s budget. It would be a 
eness as to the number of Negro loans which this institution has made, but we 
have financed some 500 units for 1 Negro contractor under FHA insured mort 
gages. We propose to continne to finance Negro housing.” 

M. K. Revill (vice president of the Union Planters National Bank & Trust Co.. 
Memphis, Tenn.), writes: 

“In our surveys preliminary to these financial undertakings we have been 
impressed by the type of housing available for Negroes and the exorbitant rents 
which are charged for available atcommodations. There is a large group of 
Negroes in every southern city able, willing, and eager to pay a fair rent for 
adequate housing which, until recent years, has not been available to them. 

“We feel that encouraging builders to supply the type housing for which this 
influential minority group literally pleads is not only profitable to the constructor 
but will definitely have a constructive influence on the tenants. It is our belief 
that comfortable and respectable living quarters cannot help but raise the level 
of citizenship of the people enjoying them, and the plan of financing offered 
constitutes, we think, a sound undertaking for the builder and an attractive invest 
ment for the bank 
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“We cannot stress the importance that we attach to this type of enterprise more 
than to say we have allotted a substantial percentage of our loan portfolio to 
investment in such housing.” 

‘These statements, which do not represent isolated experiences, are borne out 
further by the observations of FHA field directors. * * * A typical statement is 
the one received from the Los Angeles director, who estimates that his office had 
insured more than $6 million in minority-group housing loans since 1944: 

“In summary, on the basis of contacts with lending institutions, builders, and 
investors who have had experience with Negroes in home financing on sound eco 
nomic principles, a uniformly excellent record with Negroes as credit risks has 
been established. In addition to favorable credit experience, these groups are 
enthusiastic about the way Negroes maintain and improve their properties.” 

The State director in Georgia made the following comment : 

“During the past 14 years the Atlanta FHA insuring office has insured a great 
number of mortgages financing the purchase of homes for Negro families. Not one 
of these Negro homes has been foreclosed and handed over to the FHA by the 
lending institution in exchange for debentures. As a general rule these families 
meet their monthly payments promptly. 

“My experience during the past 15 years has convinced me that the Negro is a 
good credit risk in home finance as long as he receives a fair deal in value for 
his money.” 

Time after time in comment from inside and outside the FHA it has been 
emphasized that when the same standards are applied there is no difference 
as a credit risk between a borrower who is a member of a minority group 
and any other borrower. The difficulties that are experienced usually develop 
when borrowers of any race are not given good value for their money and when 
they are allowed to assume debts beyond their ability to pay. 

The improved economic status of the Negro is reflected in his insistent demand 





for better housing. Negroes are increasing their own efforts to provide bette 
housing for members of their race. Negro builders such as W. H. Aiken in 
Atlanta, Mr. and Mrs. W. J. Edwards in Oklahoma City, and Joseph Bartholo 
mew in New Orleans are doing outstanding work. More money to finance 
housing for Negroes is being provided by Negroes. In June of this year there 
were 2D savings and loan associations operated by Negroes, with 5 Federal and 
14 State-chartered associations established as members of the Federal home 
loan bank systen Several mutual ownership projects are going ahead \ 
number of FHA-insured projects have Negro sponsors. (Source: A Wider Field 
for Morteage Lending, by editor of FHA Insured Mortgage Portfolio, fourth 


quarter, 1949). 
5. (#) Rivht now a change is taking place in appraisal thought with respect 
to the opinion held on the effect of the infiltration or invasion of minority groups 


on white neighborhoods. 





Most appraisal texts treat the problem from the viewpoint of 20 years ago 
when it was commonly believed by nearly all that the presence of Negroes o1 
other minorities in a neighborhood was a serious value-destroying influence 
Appraisers were considered remiss in their duty if they failed to discover and 
report the presence of any minority member anywhere in the neighborhood of 
the subject property. Some appraisers kept maps outlining all the neighboi 
hoods occupied by minorities for ready reference This type of thinking is 
undergoing a change. There are many locations where such general ns 
are no longer true. 

On May 3, 1948, the United States Supreme Court rendered its historic 
decision that restrictive covenants were contrary to public policy and unenufores 
able by court action. This focused the attention of nearly everyone o rroblen 


which had become increasingly acute for many yea 

During World War II, when the population of Los Angeles increased by 30 
percent, the nonwhite population increased by more than 100 percent This 
was typical of the influx of the minorities into many of our large metropolitan 
centers where thousands crowded in to join the shipbuilding and aircraft trades 
and other war-born industries. The rapid increase of Negroes in American 
cities is a 20th-century phenomenon which was accelerated by war, but which 
will probably continue until the Negro population is more evenly dispersed. 

The residential areas to which the Negro had been habitually confined literally 
bulged and broke at the seams. The housing conditions within those areas were 
unbelievably bad and a disgrace to the country. The problem of housing accom 
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modations for Negroes was a complex one of low income, neighborhood restric 
tions which confined them to small ‘as plus a housing shortage within those 
areas. This resulted in overcrowding, congestion, and blight ; slums were created 
or accentuated. The advancing age of the structures coupled with the lack of 
maintenance by indifferent and greedy absentee owners, who knew it was not 
necessary to maintain the properties to hold tenants when the shortage was so 
acute, was the primary cause of the slum condition—the dwellers were not. 
Whites observing Negroes living under these conditions are prone to blame 
the Negro for that condition. whereas the Negro was the victim—not the cause. 
(Blaming Negroes for the slums is akin to blaming the prisoners for the existence 





of the concentration camps of Russia.) 


Projects filled 

The FHA annually makes a survey of all the large scale rental housing projects 
financed with FHA mortgages which reveals the vacancies, rent levels, turnover, 
etc., im each of these rental propertit The reports from the Negro projects in 
the Los Angeles area disclosed that there were fewer vacancies, higher rents and 
smaller turnover in those units than in comparable units in white neighborhoods. 
A typical remark by the owner of a 12-unit apartment in a neighborhood on the 
southwest side of Los Angeles which is in transition from white to nonwhite wa 


“Our building has 100 percent Negro occupan Rent payments are prompt and 
we have a waiting list of prospective tenants.” A look at the rents makes this 
statement even more startlin: The 1-bedroom units were rented at $85 and the 


2-bedroom apartments at $110 per month, which was considerably higher than 


the rents for comparable units in white neighborhoods 

During the war certain priority allotments were issued to builders for the 
sole purpose of providing housing for Negro war workers. Several thousand 
residental units in tract developments that were built in Los Angeles under this 
program have heen most successful. Foreclosures have been very few—less per- 
centagewise than for the aren as a whole—and there have been no mortgage 
losses sust in any of these tracts. The resale market bas been excellent. 
This favor attracted the attention of many mortgage 
lenders, and more and more of them are becoming interested in this type of 
security 
Values upheld 

It has been apparent that Negro families have responded readily to the stand- 
ards of good neighborhood living. A report by the FHA on one neighborhood 
stated, “The infiltration of Negro owner-occupants has tended to appreciate prop 
erty values and neighborhood stability in contrast to its depreciating use by white 
families as a rental area.” 
Risk lessened 


The continued financial ability to meet the obligations is the requirement that 





loan ey perience ] 





raises many doubts. It is apparent that a sizable segment of the minority popu 
lation have unstable incomes and the employed in low-wage occupations. Ter- 
centagewise very few of these people earn over $40 per week. Obviously not 
many of this group can afford home ownership at today’s high costs. But an in 
creasing number of Negroes belong to another group. Today. the civil-service 
the public-utility worker and the professional man earn as much as 
their white coworkers and enjoy equal economic stability Conditions have 


employer 


changed. This was not true 20 years ago—20 vears ago was a whole generation 
ago. Those of the current generation through compulsory education and the 
ized attitudes of Government and large employers, sparked by the civil-rights 
ram, are infinitely better off than their fathers. Their span of available oceu 
ns covers the range formerly open only to whites. The Negro population will 
never acain suffer the tremendous labor cutbacks of both wages and opportu- 
nities which occurred in the past There is a large segment of the minoritv 
sroup which presents no additional rick because of its race. Consequently value 





changes in the future in the hetter Negro sections will be much the same as in 
predominantly white sections 
Rapid turnover 

It usually will be found that sales activity is greater in racially mixed areas, 
especially in the low and moderate price ranges, and that the high effective de- 
mand among Negro buyers not only sustains price levels but often increases them. 
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Actuaily whether prices rise or fall depends upon the extent of the demand 
and tue ability of the market to bid up prices, and has nothing to do whatsvever 
with racial characteristics, Generally speaking, the Negro homeowner pays 
higher prices than his white prototype because his color restricts his field of 
operations, (Source Values in Transition Areas: Some New Concepts, by Belden 
Morgan, in the Review of the Society of Residential Appraisers, March 1952.) 

» (b) * * * “Today there is an appreciable number of middle-income, urban 
non-white families. They are caught between slum clearance, residential segre- 
gation, and lack of new construction. Competing with them for a restricted sup- 
ply of existing housing available to colored families is an increasing number of 


nonwhites of all income levels who are being displaced by slum clearance under 
title L and by other public improvements.” 








- ” + * s * * 

In the meantime additional nonwhites are moving to urban centers wher 
they augment the pressure on the existing supply of shelter. Negroes with new, 
higher incomes, too, are looking for better housing. Both groups—the new 


comers and displaced and the dissatisfied—compete in a limited market,’ 
* ~ - * * * 


In the current situation a smaller proportion of white families is being 


displaced by Federal programms, and those who are ferced to seek new shelte1 


compete ina much larger and freer housing market Chey have access to 9S per 
cent of the new housing and most of the desirable structures in the second-hand 
market, 

Approximately 9 million new dwelling units were constructed by private entet 
prise during the period 1935-50. Of this total, no more than 100,000, or slightly 
over 1 percent, have been available to nonwhites. While a part of the dis 





crepancy reflects the lower economic status of colored families, a far larger 
part of it results from widespread exclusion of nouwhite from new areas aud new 
construction The FHA-aided segment of the new house market, despite widely 


publicized encouragement of minority groups’ participation, has an only slightly 
better reeord. Probably no more than 56,000 of the 2,761,000 dwelling units 
benefiting from FHA insurance during the period 1935-7 

nonwhites, and their greatest concentration was in the southeast region where 


—)0 were available to 


existing colored sections were expandable into the outskirts of town the vast 
miaijority of this alarmingly small total was in completely segregated areas 01 
COLMDULIEL 

“The process, therefore, is as follows. Middle- and upper-income whites are 
moving into the suburbs. Negroes of all income levels are, in turn, moving into 


a limited amount of the housing the whites leave behind But because FHA 
home purchaser 





insured housing has a single, low interest mortgage, the whi 





en, a low rate of interest In contrast to him, the Negro homeowner usually 
falls heir to property on which a 50 to 60 percent mortgage (as contrasted to 
SO percent FHA insurance mortgage) is the maximum. Since the Negro home- 





owner's mortgage is not insured, the interest rate is universally higher than 
that on an FHA-insured dwelling And the Negro has to take junior mortgages, 
with their frequently high discounts and usually high interest rates. Because 
of the limited market, often the price of the house the Negro buys is dispropor 
tionately high in relation to its value and the purchaser's income. This occasions 
still larger junior mortgages and still his interest rates and carrying charges 

“For a lower sales price and much lower interest and carrying Costs, the 
middle-income white family can get a new, modern, well designed (if often 
poorly constructed) structure, It is frequently located in a community and a 
neighborhood where there are modern and adequate facilities and where there 
is reasonable chance that values will either increase or where the chances for 
rapid decline are somewhat slight (barring general deflation of real-estate 
values). The Negro homeowner seldom gets any of these benefits flowing from 
FHA mortgage insurance, The house he buys is old and, even if structurally 
sonnd, frequently requires higher upkeep costs. Since it is in a neighborhood 
from which occupants are fleeing, its community facilities, both public and com 
mercial, are seldom new or well maintained and often inadequate. Values may 
be sustained, provided the necessity for relocation does not create so much 
pressure for housing as to occasion highly profitable overcrowding or undesirable 





conversions 
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“When one considers the absolute cost of Negro-owned homes, their real value 
and the economic discriminations involved in their purchase, it appears that 
the increase from 23 to 34 percent in homeownership among nonwhites during 
the last decade has not been an unmixed blessing. 

“At the same time that the Negro homeowner is paying through the nose, 
the Negro community as a whole is losing its toehold on desirable sites destined 
for slum clearance. The desirability of areas now occupied by Negroes can 
be gleaned from the fact that they are to be redeveloped for middle- and high- 
income occupancy. This threat—already realized in one or two instances—of 
Negroes being displaced from well-situated sites to make way for white housing 
has come to be called Negro clearance. Such action not only involves involun- 
tary displacement, but it accelerates, with Federal assistance, the growth of 
residential segregation in American cities. It also introduces residential segre- 
gation in areas where it previously didn’t exist. 

“This is as unnecessary as it is undesirable. The basic legislation provides 
for the assembly of vacant and semivacant sites as a part of a local slum-clear- 
ance program. So far the Housing and Home Finance Agency has minimized 
this possibility thereby accentuating the shortage of shelter, complicating relo- 
eation and increasing seriously the problem of housing for minorities. More 
than that, failure to exploit vacant and partially vacant sites under title I means 
default of a vital tool which could be used to provide more land space and more 
new public and private housing available to nonwhites. Here is a potential but 
unrealized area for coordination between the slum clearance and FHA programs.” 
(Source: Address by Dr. Robert C. Weaver (author of the Negro Ghetto) at 
National Conference on Discrimination in Housing, New York City, May 20, 1952.) 

6. To many a thoughtful builder, one of the shameful facts of the postwar 
housing boom has been private industry’s comparative lack of building for non- 
white citizens. Nobody disputes that their need is the greatest. But building 
minority housing involves extra problems ranging from tedious to awesome. 
In the years when the white market clamored to buy almost anything with four 
walls and a roof, only a handful of homebuilders produced for nonwhites. 

This spring, as farsighted builders eye the coming drop in family formation 
and ponder how they can keep selling the million homes a year that mean 
prosperity, interest is turning to the untapped market for minority housing. 

One sign was a rush of oratorical eloquence. Perhaps Philip M. Klutznick, 
the former FPHA chief who is now president of Chicago’s American Community 
Builders, posed the problem most forcefully. Said he: 

“There was a time when a person who discussed this problem was considered 
a do-gooder or leftist or even worse. Now it is no longer a matter of political 
ideology. Our treatment of this aspect of our housing concern may well deter- 
mine our ability to save many of our cities from central deterioration and decay 
physically. * * * Honestly compels the admission that we have failed miser- 
ably. * * * We need to recognize the fact and move forward.” 

Simply put, the land problem is segregation. Says Chicago’s Builder Klutz- 
nick: “More than anything else [the Negro housing problem], is the search for 
space in our urban centers on which to build homes. * * * We cannot pretend 
to mean what we say about abolishing slums and still continue to force large 
groups of people into tight geographical pockets of poverty where we compel 
them to increase at their own peril and simultaneously deny them the opportunity 
to expand into space that is a prerequisite for decent living.” 

One of the first to capitalize on the new Negro market was Atlanta Attorney 
Morris Abram, a crew-cut ex-Rhodes scholar. Says he: “Three years ago, I 
suddenly woke up to the fact that Negroes’ incomes had radically changed—not 
in expanding to new fields, but in a general upgrading of wages. Many were 
making $50 to $60 a week, but remained slum dwellers. There was no place 
for them to x0.” Abram’s answer was to help sponsor Highpoint Apartments, 
the South's first big (452-unit) private Negro housing project. It has rents 
$45 to $55 a month. Yet about 20 percent of Highpoint’s tenants (schoolteachers, 
doctors, and nurses, postal clerks and carriers, and some laborers) came from 
public housing. Another 20 percent graduated directly from slums. 

_ A few other builders who have overcome the knottiest problems of building 
for Negroes, land and financing (see p. 47), have found easy sales. 


eaten oa tate cena 
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Earl “Fiat Top” Smith erected a 425-home development, Parchester Village, 
on unincorporated land just outside Richmond, Calif. (a San Francisco industrial 
suburb) 3 years ago, advertised its open occupancy with the smooth phrase: 
“This is a home community for all Americans.” Says Smith: “We had no idea 
whether we'd get integration (of white and nonwhite families) or not.” He 
wound up with a 100 percent Negro community of his $6,500 to $8,000 homes 
(VA-guaranteed). Today, less than half a dozen show signs of disrepair, and 
Smith is so pleased with the civic pride of Parchester’s residents he says “I'd 
build another 1,100 houses there if I could get the financing’ (he has the lots). 
Until recently, Smith’s was the only postwar subdivision near San Francisco 
where Negroes were welcomed as customers, 

In Philadelphia, Developer Daniel Gervinson recently reported that his 
Flamingo Apartments, the city’s first privately operated biracial apartment, had 
100 percent occupancy. The 15-story, 300-unit building was built a year ago, 
despite advice that such a venture was financial suicide. Gervinson says main- 
tenance costs are lower, and rent collections prompter (average rent : $26 a room) 
than in four all-white projects he also operates. 

In Houston, Builder Melvin A, Silverman found that mortgage payments from 
Negroes in the 236 single-family homes in his Pleasantville development “come in 
far more promptly than any of (his mortgage company’s) other subdivisions.” 
Pleasantville’s 2-bedroom homes sold for $7,075 (FHA), the 3-bedroom models for 
about $1,000 more. The $10.50-a-week rent in Pleasantville’s 300 apartments, 
Silverman adds, is no greater than in many of Houston’s Negro slums. Says he: 
“Tenants taken from slums take far greater care of their apartments and the 
general premises than many families living in the finer sections of town.” 

In Miami, Investors Diversified Services, Inc., found the foreclosure rate 
on its 1,001-house Bunche Park less than 2 percent, which it calls “extremely low 
for colored home buying in the South.” Bunche Park 2-bedroom homes (see cut) 


sold for $5,725; 38-hedroom homes cost $6,325 on 75 by 100 foot lots. 


The rise in Negro income (median incomes, United States population) 


Nonw’ ite 
Year Total |Nonwhite| White or 

cent o 

wi € 
QA0 $2, 133 $1, 2 $2, 48 2.2 
104 2, 016 1, 064 2, « Hf 45.3 
1948 2, 017 1, 210 2, &2 2.1 
1047 1, 865 RAS it) 43.6 
1939 877 36-4 Qt 8.1 


Source: Census Bureau 
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..» HAS WIDENED POTENTIAL MARKET 
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Rising incomes have dramatically swelled the percentage of nonwhite United 


States families whose annual income is enough to buy homes. (FHA says a 
family with $2,000 a year income is the bottom limit of eligibility in some cities. } 


Nott 1939: Family income for nonwhites, 1940 census, includes wages, salaries, and 
other income” (from roomers and boarders, business profits, professional fees, receipts 
m the sale of farm products, rents, interest, dividends, unemployment compensation 
direct relief, old-age assistance, pensions, annuities, royalties, regular contributions from 
persons other than members of immediate family, and income received in kind from sources 
other than the immediate family) 1950: Census Bureau's Current Population Survey of 


1951 gives total money income of nonwhite families (excluding unrelated individuals), 


An arresting but still insufficiently known fact is that Negroes who buy homes 
in transition neighborhoods do not depreciate their value. The first few sales 
to Negroes often depress market values temporarily. But after the wave of 
scare selling subsidies, prices generally climb past wlere they were before. 
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Lender education: The basic problem of financing Negro housing, the more 
candid lenders say, is relative unattractiveness. Lenders would simply rather d 
business with white projects, if for no other reason than because they know fai 
more about the white market. 

Probably the gradually growing list of successful Negro projects will become 
the most convincing evidence for lenders the nonwhite market can be sound 


Says Chicago’s Mortgage Banker Ferd Kramer: “I! think the main obstacle to 
lenders putting their money into | Negro] loans is that many of them have 
never done it. I believe the educational program has not gone far enough to 


date.” Says a Texas mortgage banker: “Investors tell me they have had trouble 
With projects in the North, that defaults have been larger and payment records 


poorer. Ihave heard one big New York bank say it will take nonwhite mortgages 
in the South in preference to the North But | have not found Negro loans are 
wny more trouble than others.” (Souree: Nonwhite Housing. House and Home 


April 1953.) 


Mr. HENDERSON 0 Sul imarize briefly, our position is tl is. Itisa 
well recognized fact that, in acquiring clecent housing, Negro and 
other racial minorities experience special difficulties beyond those 
which confront others. 

In nite of some discernible Improvenient achieved in the hous ; 
situation among racial minorities durit g the past decade, wide dis 
parities still obtain between the housing situation yore: white and 
nonwhite families as revealed by census and other factual data. Such 
data also attest that nonwhites have usually received less housing 
value per dollar s spent by them for shelter than clo whites, and like 
wise less favorable home-financing terms. 

These are the inevitable results of traditional pra ‘tices which dif 
ferentiate local housing markets and supplies on the basis of race and 
have tended generally to restrict or exclude nonwhites from the better 
housing and newly developed neighborhoods, and thus constructed 
them eiseutie into the poorer housing and largely within the more 
crowded, blighted. and slum areas. 

The need for concerted effort to expand and improve the housing 
and home financing available to racial minorities has increasingly be 
come recognized as an area of housing stress during y the past dlecacte, 
as well as one of the most complicated prob lem areas 

A prime objective of this effort is more nearly to equi ilize housing 
opportunities to all racial groups by securing more extensive eff 
of private enterprise in expanding and improving the supplies of 
housing and financing available to minority group families com- 
mensurate with their effective market demand—an area of the market 
most generally neglected in the past. 

In order, therefore, to reinforce the focus of attention and action 
upon alleviating these deficiencies, we would propose two amend 
ments and urge their acceptance for inclusion in S. 2103 as follows: 

(1) Amend section 3 of bill S. 2103 to include a third proviso to 
this effect : 

That the use and occupancy of any of the properties for which the mortgage 
is insured under any of the authorizations herein provided for shall be avai 
able on the same basis to eligible families of all races, religions, and national 
origins. 

(2) Amend section 7 of the bill S. 2103 to include “section 213 co 
operative housing” under the FN M.A’s advance commitment authority 

Now just to briefly recapitulate, Mr. Chairman, it is a fact, un 
fortunately, that with all the great promise that the National Housing 
Act of 1949 held out for all of the people in the country—and you 
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may not recall but our organization among others was one of those 
which fought very hard in the Capital to see that that bill was en- 
acted, but it is a fact, nevertheless, that it has not achieved the pur- 
poses for minority groups that we thought that it would. 

I am speaking particularly of the private housing aspect of that 
legislation. 

The CuHarrman. What does this second amendment do? 

Mr. Henverson. That relates to cooperative housing. We would 
hope ths at the cooperative housing program should somehow or an- 
other be brought within FNMA’s advance commitment authority so 
that people who apply under the cooperative housing program’ for 
financing can get their mortgages accepted by FNMA. 

My underst: anding is that cannot be done. 

The Cuamman. They cannot do that now? 

Mr. Henperson. That is my understanding. 

The Cuamman. The law gives them a right to do it, does it not? 

Mr. McMurray. No. 

The CHarrmmMan. You mean the law prohibits prior commitments ? 
Is it prior commitments or advancement ? 

Mr. McMvrray. It is prior commitment authority. 

Mr. Henperson. We have felt if that could be done it would help 
to loosen up the financing situation somewhat for minority groups. 

Now may I just expand briefly on that and the ible generally. 

I have an example here of a development, a ¢ — ee development 
ihat is being sponsor din the city of Pittsburgh | va group of Negroes, 
and interested in it as one of the chief sponsors was the Pittsburgh 
Courier, one of our larger newspapers. 

They have done everything. et y have everything settled. They 
have their pr ‘liminary “api ital, they have the builder, they have the 
approval of the FHA, and they oak everything but a p] 
of the mortgage. 

They have tried throughout the country to do that and they have not 
been able to succeed in doing it. 

This, it seems, is a case in point. 

I understand that on the other side of the Hill, two Members of 
Congress from the State of Pennsylvania have offered a bill which 
would in effect achieve this purpose. However, we hope that it could 
be considered here by the Senate Banking Committee. 

This is a project—and one interesting thing appears as a result of 
the study of what they are trying todo there: 

Since 1935, 100,000 housing units have been built in the city of Pitts- 
burgh and in all of that city and among all of those units, only 65 
have been made available to the Negroes in that city. 

I think that is a very, very startling indictment. 

Senator SPARKMAN. Sixty-five. 

Mr. Henverson. Sixty-five out of one hundred thousand new hous- 
ing units that have been built in the city of Pittsburgh have been made 
available to Negro residents and homeowners in that city since 1935. 

The Cuatrman, Only 65? 

Mr. Henprrson. Sixty-five out of one hundred thousand. 

The Cuamrman. Do you have any records on any other cities? 

Mr. Henprrson. I have no specific records on other cities. 

The Cuarrman. How about Indianapolis? 


ace to dispose 
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Mr. Henverson. I do not know about the situation in Indianapolis, 
but I know in general that is the picture. That may be a little sharper 
than it is in other places, but in general that is the picture. 

The CHairMaN. That sounds unbelievable. 

Mr. Henverson. I realize it. I am not referring to public housing 
projects. These are new houses developed by private industry for the 
ordinary market. 

The Cuairman. Do you mean a house, a new house that the Negro 
might well rent or purchase 4 

Mr. Henperson. That is right. 

The CHarrMan. You are not talking about public housing? 

Mr. Henperson. I am not talking about public housing. 

The Citairman. That is almost unbelievable. 

Mr, Henperson. It is. Lagree with you. And the situation can be 
duplicated in many places. 

‘The CHaiRMAN. Something ought to be done about that. 

Mr. Henverson. | agree with you. 

Senator SparKMan. Now before you get away from that point, may 
Task voua question or two to deve lop that a little further? 

Mr. Henperson. Certainly. 

Senator SPARKMAN. You may remember—TI think you were here; 
1 am not sure whether you were or not—a couple years ago or 2 or 3 
years ago when I was asking some questions along this line: 

What is the diffic ulty, do you know ¢ 

Mr. Henperson. There are probably several main reasons. 

Incidentally, this document which has been prepared and which 
we are inserting in the record will have the answers to a number of 
those questions. 

Senator SpARKMAN. The reason [ask you is this: 

I remember back—it must have been 4 or 5 years ago when we were 
having some housing hearings and I happen to know of a situation in 
Birmingham, where a builder was ready to go ahead with a project. 

Mr. Henverson. I was sitting right here when you related that. 

Senator SPaRKMAN. I thought you were. 

What he ran into was the fact that the banks in the north who had 
been financing, would not finance the project. 

Now, is that true in Pittsburgh ¢ 

Mr. Henperson. That is definitely true in Pittsburgh. 

Senator SrarkMaNn. I may say this, that he did work that out. I 
im sure you know that in cities like Birmingham and Memphis and 
Atheate, you have a very high percentage of the housing. 

Mr. Henperson. Yes. 

Senator SparKMAn. That brings me to another point, You said the 
high hopes had not been attained ? 

Mr. Henperson, That is right. For private housing. 

For private housing. 

Senator SpARKMAN. We are talking about private housing here, too ? 

Mr. Henperson. Yes. 

Senator Sparkman. The original difficulty was that of getting the 
financing. But me finally did manage to break through somehow 
and as you know, in Memphis, there has been a very heavy building 
program, both for ae and rent. 
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I have visited those rojects—and, by the way, the man who did 
most of it was here and SI ified the day before yesterday, Mr. Wall 
Johnson he did not testify; he was here. 

Mr. Henperson. I he “ety him speak at one time, yes, sir. 


Dp 
i 
t 


Senator SparkMAN. In Birmingham there has been a tremendous 
amount of it and there has been a good bit of it in Atlanta, too. 

Mr. Henperson. Yes, sir. 

Senator SPARKMAN. | was just wondering if the problem that they 

| so much difficulty down there in solvir oO Was stil] standing in the 

1\ ! Pittsburgh 7 

Mr. Henperson. Not Just in Pittsburgh, but most of the cittes of 

{ try 


CHainMan. I made a recommendation to the Housing Author 


i 
ome or 3 weeks avo that in Is ine what they eall tickets or 
India ipolis, that they issue them on the basis of X numbei 
edand X number for white. 
I | IPprise 1 that they have not been doing that all over the 
I Qty 
Senator SPARKMAN. Now again you are talking about public hous 


The Cuamman. No, Iam not talking about public housing. 


Senator SparkMAN. You said tli housing authority. 
Phe Cramman. I meant the Housing and Home Finance Agency 





hel Wasl Otol the Administrator. 

They were t ine in terms of some 600 tickets for building new 
houses out there. That is in defense housing. 

i recomme! led trong], that they be div ided equi ally nony white 
nd colored and t ey cid lL think they made 150 whi ite and LAT 


Mr. Hi NDERSON, Now, YOY bac k to your q iestion, Senator, there 
al many reasons, but I think the chief reason is one of finance. 

Now, of course . there is a question of land space. In many of the 

n cities partic ularly, you just do not have it, and where there 

mace the land 3 S barred to the use by Negroes. Either 


Wal ble S] 


hy overt or covert, or informal methods. 
“Senator Sparkman. Have vou by any chance visited some of these 
ising projects in Memphis that Mr. Johnson spoke about ¢ 
Mar. Henperson. I have heard about them. 
Senator Sparkman. It would be worth your while to visit some of 
them. 
The Cuarrman. Let me say this: We are going to recommend in 
those cities and communities whe re there is appreciable percentage of 


the population colored and Lite, In issuing these tickets, that this 
business be cliy ided up. It siaailid to be. There is no question ab nut 
it. Ifthe Federal Government is going to spend money to guarantee 


hese morte 
There is no question but that it ought to be done. 
Ir. Henpverson. Senator, that is one of the most encouraging things 
| have heard in a long time. 
The Ciaran. As far as I am personally concerned, I think 
ought to be done: I think it should be done. 
Tam hopeful that the present Housing Administrator will do it 


ig 


res, it ought to do it on a fair and equitable basis. 
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You may find he will be up against other problems such as financing 
them and finding land upon which to build them and that is another 
problem. That does not excuse the Federal Government from taking 

position that this help that it is giving should not be divided on an 
equal basis. 

If it is impossib le to get the money and if it is impossib ‘le to get 
the land, that is another problem and that is a problem we will have 
to face in the Federal Government as to what we are going to do. 
But they certainly, to begin with, can make certain that the oppor- 
tun ity is there to build houses for Negroes, both for rental and sale, 
and then if there are other problems, we will have to cross that bridge 
when we get to it. 

However, we ought to start out on the premise that the help ought 
to be divided on an equits able basis. 

Mr. Henperson. That is a very excellent position and I am very 
vlad to hear that and it is very encouraging to me. 

You will find in this document which is made up primarily from 
studies and statements by authorities in the home-building industry 
and otherwise, and the administration itself, that whereas formerly 
there may have been some question in the minds of banks and real 
estate people about the risks that were involved in financing homes 

‘Ne groes, all of that question has been completely taken out of it. 

The ( ‘AIRMAN. We want to thank you for making that available. 

Senator SparKMAN. I would like to suggest that you state here— 

I had not noticed that the next witness is to be Mr. Montgomery of 
Memphis, who has in good part solved this problem and broken 
through some of the barriers, you might get some good suggestions 
from what he tells us about some of the work he has done. 

The CuarrMan. Thank you very much, Mr. Henderson. We ap- 
7 . ite your testimony. 

, Henverson, Thank you very much, Senator. 

Th he Cnamman. We want you to feel free at the present time to 
take up any matters with this committee with respect to the problem 
that you are interested in, if you think it is not being properly handled. 

Mr. Henperson. Senator, may I just say this: 

It may not be feasible in connection with this particular legislation, 
but in view of your interest—and I might say, in the interest of other 
members of this committee, which we have always had a great deal 
of respect for—it may be well worth oy aoe at some time in the 
early future, if the committee would call in some of the responsible 
people, who come here and testify all the time—especially in the 
financing field, to have a conference, informal or formal, whichever 
way you want, to see if this bottleneck can be broken; I believe a 
conference of that kind might be very effective. 

‘| mt CuairMan. I have already taken some steps in Indianapolis 
and checked into it. Mr. MeMurray has gone out and made a survey 
of the situation and we have, as a result, suggested that the tickets 
be divided equally. 

‘Thank you very much. 

Mr. Henpverson. Thank you, sir. 

The CHatrrMan. Our next witness will be Mr. Montgomery, of the 
Continental Mortgage Co., of Memphis. 

Do you have a prepared statement ? 
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STATEMENT OF JOEL A. MONTGOMERY, CONTINENTAL MORTGAGE 
CO., MEMPHIS, TENN. 


Mr. Montoomery. No, Senator, I am sorry I do not have. I ex- 
pected to appear tomorrow, and I would like to, if possible, prepare 
my statement and submit it to this body. 

I have some data that is coming up from Memphis. 

The Cramman. Would you prefer to wait until tomorrow to tes- 
tify? If you care to, I think we can handle it tomorrow. We have 
a lot of witnesses, but I think we will have to go over into the after- 
noon, anyway. 

Mr. Monteomery. If I could prepare my statement, I would be 
much better prepared to discuss this problem. 

The CHarmman. We will put this gentleman down for tomorrow. 

Senator SParKMAN. I wonder if you could address yourself to some 
of the problems raised by the previous witness. 

Mr. Montcomery. We are the largest deve lope rs of colored housing 
in the country. At least we have one particular project that involves 
1,500 houses, named for Dr. J. E. Walker. 

He is chairman of the board of the Universal Life Insurance Co. 

The Cuarrman. Is he a colored man ? 

Mr. Montcomery. Yes. 

The CuarrMan. We have a very famous colored family in Indian- 
apolis by the name of Walker. He made lots of money out of hair 
tonic and built a very fine theater there known as the Walker Theater. 

Mr. Montcomery. About 25 percent of our construction is for col- 
ored families. They are all for sale. We have never built any rental! 
units. 

eager r SpaARKMAN. What is the monthly payment ? 

Mr. Montcomery. The monthly payment runs around $45 a month, 
principal, inter st, taxes, insurance, 

They all have curbs, gutters, electricity, and so forth. The house 
will run from 800 to 900 square feet. 


Senator SparKMAN. Did I visit one of your projects some years ago # 
Mr. MontTcomMery. a many years ago? I think it was Ellison 
Hearts. They run 2 to 3 bedrooms. 


Senator SparkMAN. It is almost unbelievable when you see the 
houses they are selling. 

Mr. Montcomery. We have homes for colored paraplegics. They 
cost four or five thousand dollars. It is wonderful. We build ramps 
for them and so forth. s 

‘he CHamrman. We will see you tomorrow then, and we will add 
you to the list tomorrow. 

Now the next witness supposedly, this afternoon, was the Honorable 
Jacob Javits, of New York: he is not here, ishe? If not, we will hear 
him tomorrow. 

We will recess until 10 o’clock tomorrow morning, at which time 
we will hear the American Federation of Labor; the Congress of 
Industrial Organizations; the American Bankers Association: Hunt- 
ing Towers, of Arlington, Va.; Pringle-Hurd & Co., New York. 

Then we will hear the Honorable Jacob K. Javits, Representative 
from New York, and Mr. Joel A. Montgomery, of the Continental 
Mortgage Co., of Memphis, Tenn., and so that all members of the 
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committee may be notified, we will no doubt quite certainly have to 
go over into the afternoon. 

Therefore, we will stand in recess until 10 o’clock tomorrow morn- 
ing with the understanding that we will take whatever time is neces- 
sary to hear all of these witnesses. 

Again I want to repeat for the record that we will start writing up 
this so-called legislation at 10 o’clock next Monday morning. 

Is there anything else to come before the committee ? 

If not, the committee will recess. 

(Whereupon, at 2:55 p. m., the committee recessed to reconvene 
at 10 a.m., Thursday, May 18, 1953.) 
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THURSDAY, JUNE 18, 1953 


Unirep Strares SENATE, 
COMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met pursuant to notice, at 10:05 a. m., i 
Senate Office Building, Senator Homer E 
siding. 

Present: Senators Capehart, Bush, Payne, Sparkman, Douglas, and 
Goldwater. 

The CHarrMan. The committee will come to order. 

Our first witness will be Mr. Fischer, director, housing committee. 
Congress of Industrial Organizations. 


, In room 501, 


. Capehart, chairman, pre 


STATEMENT OF BEN FISCHER, DIRECTOR, HOUSING COMMITTEE, 
CONGRESS OF INDUSTRIAL ORGANIZATIONS 


Mr. Fiscurer. Mr. Chairman and members of the committee, my 
name is Ben Fischer: ] abi clirec tor of the housing committee ot the 
Congress of Industrial Organizations. I am here representing the 
committee’s chairman, Mr. James G. Thimmes, vice preside t of CIO 
and vice president of the United Steelworkers of America. The C1O 


housing committee represents C1O’s interest in a proper housing 
program. Adequate housing Is one of the major needs of our millions 
of members and their families. Also, a healthy housing situation is 


good for the Nation’s economy and good for our democratic form 
ot government, 

We W ill not undertake an effort to make a detailed technical analysis 
of the bill before you. We do not claim to be expert in housing legis- 
lation. We appear here because we wish to comment generally on 
the bill, the housing problem and suggest needs of which we are aware. 

We appreciate this opportunity to appear before you, We know 
that you do not consider S. 2103 the last word on the Nation’s hous 
ing problem. We are anxious to cooperate in any future studies o1 
discussions looking to future legislation. However, we believe the 
housing problem is too urgent to be set aside while studies are made. 
It is in this spirit that we make our comments here. 

Senate bill S. 2103 does three thing —it preserves some necessary 
phases of the housing program, it eliminates or emasculates some good 
features of the present housing statutes and it largely misses the real 
point, the vital goal, the Nation’s need—a program to help bring good 
economical housing to the millions who cannot now obtain it. 

There is one item that especially and urgently interests CIO which 
we urge you hot to overlook. The elimination of further special aids 
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to new housing in defense industry communities runs counter to the 
public interest. It is good for America’s economy and urgent for our 
country’s defense- production goals to provide expanded industrial 
capacity and therefore, it is necessary to have housing aids as a neces- 
sary part of such a program of industrial expansion. 

The Government still recognizes this by its special most liberal aids 
to private industry through accelerated amortization allowances. It 
is not our purpose to discuss this accelerated amortization program 
except to decry a policy which recognizes industry’s needs in the event 
of expansion but halts aids to the defense worker who needs housing 
within reasonable distance of such Government-aided plants. 

What possible justification can be claimed for so grossly discrimina- 
tory a policy? The aids being given to industry for expansion are 
far more liberal and far more costly to the taxpayer than the modest 
means now provided to aid housing in defense industry areas. No 
Government subsidy is involved in the defense area private housing 
program. 

No drain on the Federal at takes place. There is merely 
liberality of financing provided for both the builder and the home- 
owner—not cheaper financing and not subsidy, just some moderately 
liberal treatment of the participants. The virtual removal of this 
title from the Housing Act will discourage moderate-priced rental 
and ind lividus i] owne rship developments for workers in defense areas. 

We sincerely hope that Congress will not, while pursuing a policy 
of aid for big industry, withdraw housing aids for the employees of 
such industries. It is not just and it is not good for the morale of the 
de fé ise ee 

WI 10 is hurt by the defense housing program? Perhaps the land- 
lord who wants exorbitant profits; but not the fair landlord because 
the present program adequately protects his rights to a fair rent and 
a fair return. 


Then perhaps the builder or speculator who wants to use sudden 


influxes of defense workers for selfish purposes. Perhaps he wants 
to use urgent need to extract exoroitant prices or to furnish poorly 
constructed homes. 

The defense housing title was carefully designed to serve every 
legitimate interest—the defense industry itself, the employee, the 
builder who required encouragement and cooperation, the landlord 
who wanted to be assured of a fair return. 

We urge you to reinstate this title not merely to finish what has 
already been committed, but so as to facilitate whatever may be needed 
to provide housing in shortage areas which are certified as needing 
aid. 

The plain people will be hurt by failure to continue this program. 
Surely it cannot be that this Government will disregard the interests 
of working people even when they coincide with legitimate business 
interest just because a small group of shortsighted individuals want 
to seize this opportunity to secure extravagant profits. 

In the proposed bill, the community facilities provisions are dis- 
continued. Note that aid to builders and investors are continued and 
even strengthened but aid to communities which desire to construct 
recreational, educational, or cultural facilities in connection with de- 
fense-plant expansion programs is canceled. This callous disregard 
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for health and morale of defense workers’ families cannot be explained 
away on grounds of a governmental desire to get out of housing activi- 
ties, because the phases of the program desired by the builders and 
investors are kept intact. 

There are those who profess a desire for the Government to get out 
of business. It appears that what they really desire is a policy of 
Government aids for business and investment groups but not for plain 
people. For the ordinary wage earner or professional or small-busi 
ness man, these —_ are agreeable toa c ~eeplate return to laissez faire 
except for handing out crumbs of local charity in case of dire need. 

But for big-business interests, these same people call for a Govern- 
ment policy of full cooperation and aid, including even subsidy. 

Thus the proposed bill expressly claims to be of aid to “builders and 
mortgagees” but makes not one single move to aid or protect the hous- 
ing consumer. In recent years, the operation of the housing program 
has demonstrated the need for specific protections against abuse di- 
rected against the consumer. 

FHA aid should be available om to legitimate interests. What are 
these interests? As we see it, the builder is entitled to a fair profit, 
the investor to a fair return and the consumer to a good product at a 
fair price. All three factors can operate in a coordinate fashion. 

We are not advocating Government controls; we are advocating 
that since Government does prov idle direct, significant aids to builders 
and lenders it must be certain that such an aid program is in the 
public interest and not a windfall for spacoh itors and their kind. 

It has become incre: asingly apparent 1n our view that the FHA 
program is being abused. It too often is used by those who are serving 
the high-price market which is able to function without aid. FHA 
should operate only in the moderate and low-priced markets where 
aid and helpful advice from Government experts is needed. 

Here then is the challenge before the country as we see it. The Gov- 
ernment could clear out of the housing business completely—or as 
completely as it can without violating existing commitments such as 
outstanding FHA insurance agreements. 

If private enterprise can do the housing job alone and unaided, that 

fine. We doubt that they can. But just try to tell these self- 
appointed crusaders against “creeping soci: alism” that all Govern- 
ment housing aids will be discontinued; they will scream their protests 
from the house tops and put on a lobbying pageant the like of which 
this Nation has never seen. 

The chairman’s bill would indicate that the Government is not 
getting out of the housing business—$1.5 billion of FHA insurance 
for the coming year is hardly an experiment in private enterprise. 

Therefore, the Government is profoundly obliged to enact legis- 
lation to provide aids for the people who need aid and not mere sly to 
eliminate risk for the builders and investors who want all the advan- 
tages of private enterprise and none of the risks and hazards which 
are at the heart of our economic system. 

We propose a number of spec ific legislative steps to assure a housing 
progr am dedic ated to protection of the public interest : 

Where a local community wishes to clear slums and requires new 
ee to acrid low-rent facilities for the displaced families, aid 
must. be provided. Pending examination of other possible forms of 
aid, the present forms of aid to local public-housing corporations or 
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authorities should be fully used. The restriction of 35,000 units is 
unjustified. Aid should be available in relation to need, especially 
since aid pays off dividends to the Government in countless forms. 
The clamor of well-to-do, prosperous builders associations and real- 
estate groups should not be permitted to drown out the less articulate 
but more meaningful needs of so many slum-dwelling families. Our 
Government is a government of the people and not a government of 
special interests. 

FHA insurance should be available only for housing that is 
designed to meet local needs. If a builder wants to build for the 
moderate income groups in areas where they need and want new hous 
ing, his efforts should be aided by every reasonable means. Making 
long-time loans available to a purchaser at low interest rates and 
providing research and technical assistance to such builders to assure 
iow cost and a good product are two of the major aids. To implement 
such a program, we suggest increased technical and research activities 
by the Government, a lowering of the interest rate backed by direct 
Federal lending in the event private funds refuse to become available, 
authorization of insurance of 30-year loans, development of local 
standards in cooperation with representative consumer groups, and 
a formula whereby the price range of FHA housing is fixed in rela- 
tion to pre -vailinge incomes of the workers, of teachers, other inade 
quately paid professionals, small shopkeepers, and so forth. FHA 


should stay out of the high-priced housing market. The family 
which is well off can obtain loans privately, secure good technical and 
architectural service and in general operate effectively in the housing 


market Aids to thi group are not needed and surely the citizer 


involved appreciate that they need no help from the Polleral 
Government. 

We heartily endorse the proposal of the National Housin @ Con- 
ference for local FHA consumer advisory groups, builder warranties 
and deferment of mortgage payments in hardship cases. Local con 
sumer advisory groups consulted and kept fully informed by local 
FITA officials would be especially helpful in giving to FHA the 
balanced approach it so sorely needs. Needless to say, organized labor 
would be anxious to serve on such committees in a constructive fashion. 

t. Rental housing aided by FHA should be designed to meet local 
needs. FHA should aid rental housing only where the type of facilities 
provided and the rentals to be required meet the pattern of community 
need. We do not object to ae rental housine but FHA has no 
business involving itself in such enterprises. FHA should provide 
aid only to encourage construction of houses or apartments suited in 
tvpe and size to the com unity and renting at levels consistent with 
ability to pay. If this means no FHA rental housing in many needy 
areas and, in fact, no rental housing of any sort being constructed, 
then the Federal Government can look again and develop means of 
providing such housing where it is required. But here again, FHA 
should not be merely an aid to builders and investors. If it cannot 
serve a consumer need, it should not allow itself to be used solely as 
an gota’ of risk. 

There are grouns in America which want to enter the housing 
fiel 1 for mutual profit by pooling resources and enterprise and there- 
by obtaining better or cheaper housing. This procedure is usually 
labeled cooperative housing. Of course, all housing involves eo 
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operation between builder and investor, between material supplier 
and builder, between technical personnel and the labor force, and 
so forth. Cooperative housing involves these same forces. The real 
difference is found in the willingness of the housing consumers to 
cooperate with each other and fully represent their own interests. 

This is a profit enterprise. The builder makes a profit. The in- 
vestor makes a profit on any money he invests. The cooperative home- 
owner makes a profit too. In return for his effort and enterprise, he 
profits by obtaining housing at less cost and usually by obtaining 
maintenance and other services on a large-scale eflicient. basis at a 
consequent lower price. 

The Federal Government which has involved itself in some $60 
billion worth of housing obligations can surely afford to give some aid 
to these enterprising groups. 

Fuller technical assistance and liberal credit grants, including 
grants for equity capital on a short-term basis, would greatly aid 
cooperatives. A comprehensive cooperative housing program has 
been presented to this session as well as to past sessions. We urge 
you to confer with the groups devoted to cooperative housing to 
see What immediate aids over and above those now available would 
be in order at this time, based on the recent experiences of FHA 
this field. 

The housing loan market is not good at the present time. ‘The 
increases in interest rates have not solved the problems of providing 
plentiful funds for housing. It has mainly given a windfall to the 


investor. An urgent need in this phase of the situation relates to 
the veteran. oe a relatively small fund is available for di- 
rect mortgage loans to veterans who cannot obtain private funds. 


These func es are used in rural and semirural areas. 

We strongly believe the veteran should be permitted to obtain di- 
rect loans from the Government where necessary even though he de 
sires housing in urban areas. We urge a fund of a billion dollars for 
this purpose. It will help the veteran whose ability to borrow money 
may have been curtailed by his absence from civilian life during his 
period of service. Experience shows that this is not a real cost to the 
Government because the interest paid on such loans more than makes 
up the fragmentary losses the Government could suffer 

We do not claim to present here a foolproof comprehensive pro 
eram. We have tried to discuss housing in terms of the present 
program and present Federal machinery. We welcome any effort 
to reexamine the entire program. There are great possible vistas of 
progress that open up in connection with prefabricated housing and 
site fabrication housing. Devices to encourage greater initiative and 
ingenuity in all phases of the housing field should be songht. The 
task of adequately housing America is a big one. We offer our aid 
and cooperat ion. 

But there are overriding facts confronting our Nation. 

There are millions of slum dwellers and inadequately housed peo- 
ple. Advancing economic prosperity has provided new potentials 
for private home construction and consumption. More money alone 
does not provide an adequate standard of living. Goods to provide 
better clothing, food, and shelter within the reach of the plain people 
must match money prosperity. We do lots better in the food and 
clothing parts of the economy than in shelter. 
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We cannot wait and study. We must continually make progress as 
we study and strive to find new and more effective methods. 

Progress results from action and hard work when the time is ripe. 
The time is ripe now because the ingredients are at hand—demand, 
materials, labor, and management organization. The Government 

can help to put the ingredients together to provide for a good whole 
some housing diet befitting this greatest of all nations. 

In behalf of CIO and Mr. 'Thimmes, I wish to express apprecia 
tion for this op portunity to ts alk with you _— some of the Nation’s 
housing problems. CIO is proud to play its part in the free inter 
change of opinion through the forum of this di stinguished committee. 

While our housing problems are great and pressing, we do make 
steady progress. We are confident that your committee will continue 
to demonstrate that through free debate, honest study, and democratic 
cliscussion, our Nation will progress. 

The Cuarrman. Any questions, gentlemen ? 

One of your chief recommendations is that the Government get 
out of financing houses other a the lower-priced houses. Would 
you help us by stating what price bracket you are thinking on ¢ 

Mr. Fiscuer. Of course it would depend on the area. I do not 
think you can compare a low-income area with a high-income area, 
but we think that the average working man in northern communities, 
roughly—yeu get income lave ls of $3,000 to $4,000 a year and perhaps 
as hich as $5.000 and $6,000. 

The Cuarrman. You are thinking perhaps in terms of $12,000 and 
less. 

Mr. Fiscner. Well. certainly no more than that. 

The CHamman. The Government would guarantee no mortgages 
over $12,000. 

Mr. Fiscner. I would say we ought not to get involved in guaran- 
teeing mortgages on houses priced higher than $12,000 or $13 000. 

I want to say that the program of lengthening amortization periods 
and lowering downpayments 1s a cor nmendable. program if it is part 
of a program of directing FHA efforts toward this moderate price. 

The Crarrman. Would you recommend that we write into this act 
a standby provision giving the President the right to lower down- 
payments if, in his opinion, it was in the best interests of the people? 

Mr. Fiscuer. We would certainly recommend such a provision pro- 
vided there is along with it a provision which confines the program to 
the moderate and lower priced homes. We would think it most un- 
fortunate to write it in without such a limiting provision, because 
we are very fearful that one . the things that may occur is that this 
so-called luxury market may be drying upor may dry up and instead 
of then having pressures at work for the industry to get down where 
it ought to be, and for its emphasis to be in the lower priced market, 
it could use lower downpayments and longer amortization periods to 
stay ina market that we ought not put so much emphasis on. 

Senator Busu. You would limit the size of a home that should get 
an FHA mortgage, or the value of a home to what, did you say $12,000 / 

Mr. Fiscuer. Well, I am not qn just offhand to state any 
amount but Tam saying it ought to be the kind of house which a 
moderate income family can afford. In most areas IT should think 
about $12,000 or $13,000 would be as high as you could expect a moder- 
ate family to go. 
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The CuarrmMan. Are there further questions, gentlemen / 

If not, we appreciate very, very much your testimony. You will 
understand that we are up against a time limit on this legislation as 
most of the existing law expires on June 30 and it was just a few days 
ago that the administration was able to get together on their recom 
mendations. ‘The best we can do is extend the existing act in many 
respec ts. 

You do recommend giving the President the right to, in the next 
i2 months, if he feels it is in the best interests of the people, lower 
jaune However, you would limit it to houses from $12,000 
down ¢ 

Mr. Fiscurr. That is correct. I would also emphasize that it is no 
great job of legislative activity and research to extend the defense 
housing program. 

In terms of the overall housin lg situation we know it does not have 
very extensive utility but in terms of the particular situations where 
you do have new plants and new areas opened up, we have found it 
inportant to our members. 

ihe Cuamman. You also recommend extending the act to help 
communities on facilities and so forth ¢ 

Mr. Fiscner. Exactly, and we see no reason why the Government 
cannot do that. It has not been abused. 

The Cuarrman. You also recommend more help to cooperative 
housing ¢ 

Mr. Fiscurr. Yes, we think so. We appreciate the help that is 
available. We do not claim that this is any complete current solution 
of all the Nation’s housing problems but the groups that want to get 
involved in this thing on a sound basis should be encouraged, 

The CiatrmMan. You also recommend the Government, through 
I’ NMA, possibly purchasing more direct mortgages, if necessary. 

Mr. Fiscurr. Yes. 

I would also like to emphasize, Mr. Chairman, that the idea put 
forth yesterday by Mr. Johnson for these local consumer groups could 
be very useful. We can appreciate the fact that FHA officials out in 

field, of necessity, have to spend most of their time and effort 
among the builders and investors and we think it would be good for 
everybody concerned for them to be exposed more fully to the con 
sumer interests and I thing it would help your committee and the 
Congress generally to have a more informed consumer group in FHA. 

Senator SpARKMAN,. Let me ask you a question with reference to the 
limitation of $12,000, 

Would you have the FHA not participate in any building above 
$12,000 or would you just cut off at $12,000, on even a higher priced 
house ¢ 

Mr. Fiscurr. I am not prepared to be categorical at this time on 
that, Senator. I think that would require considerable examination 
of facts. 

One of the problems we have is that for several years, while many 
things have been changing drastically in this country—the price 
structure has been changing and the economic structure has been 
chi anging—I do not think we have had a continuation of the de ‘velop 
ment of current facts about income structure and what is going on im 
the house field. We have all kinds of personnel available and I hope 
they will remain available in this field. 
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The Cuarrman. I understood you were speaking in terms primarily 
of the fact that the Government does not have an unlimited amount 
of money. It has X amount of money and it ought to be all allocated 
to houses of $12,000 and less. Was that not your thinking? 

Mr. Fiscuer. That is correct, basically. I also think that there 
ought to be a complete examination of what price range of housing is 
necessary, based on data regarding income of the people and their need 
and housing prices. I think there has been some neglect somewhere 
along the line in keeping current the information. 

The Cuatrman. I think there is a lot of merit in your suggestion. 
The Government is limited as to the amount of money it can guarantee 
and it is limited as to the amount of money it can put out. It might 
be in the best interests of the whole program to limit it to helping 
the low-income people. I think there is much merit to it, and I think 
we ought to give considerable thought to it. 

Mr. Fiscner. I do not know it as a matter of expert fact, but as a 
matter of common knowledge [ think a person with fairly good in- 
come these days can take care of himself pretty well in the housing* 
market and get builders and: architects and everything else. The prob- 
lem you run into is with the lower-income folks who can just squeeze 
by, and they need help. 

The Cuarrman. If the Government can only afford, let us say, to 
help to the extent of $1 billion a year, or $2 billion a year or $3 billion 
or whatever it is, they could certainly pee twice as many houses at 
$12,000 than they could at $25,000. 

nator Dovernas. I have always thought that the rough rule-of- 
thumb measure on a price for a house should be approximately twice 
the annual income of the family that occupies it. Your suggestion of 
$12,000 would, therefore, take care of, roughly, families with less than 
$6,000, which is the overwhelming proportion of the American people. 

If we put it up to $15,000, it “would probably include the middle 
classes as well as the lower classes. 

Mr. Fiscuer. It would be a splendid thing if you could have a wide 
range properly administered, but I am afraid what happens is that 
the inclination among builders and investors is to cling pretty much 
to the top of the range, and, therefore, unless some other device can 
be found, the only way I know that you can cut the thing off is to 
just cut it off. 

I do want to emphasize that even in this prorgam, however, the par- 
ticipation at the local level of consumer groups 1s important. I do not 
think it solves our problem merely to have low-priced housing unless 
there are deliberate efforts made to make certain that the folks who 
are buying these homes are getting value for their money, and if the 
(Jovernment is involved in any way in the situation, that determina- 
tion ought to be made, and local groups can better do it than some 
groups in Washington which cannot obviously police everything in the 
United States under all our varying circumstances. 

The Cuarrman. Thank you very much. We appreciate your testi- 
mony. 

Mr. Fiscuer. Thank you, sir. 

The CuatmremMan. We may want to call you back later for some more 
ideas on your thoughts. 

Our next witness will be the Honorable Jacob K. Javits, Representa- 
tive in Congress from New York. 

Congressman, we are delighted to have you this morning. 
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STATEMENT OF JACOB K. JAVITS, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF NEW YORK 


Representative Javirs. Mr. Chairman, I have two purposes in ap- 
pearing. I realize that opinion testimony is cumulative here. I 
realize also that upon general matters with which I do or do not agree 
{ can have my say over on the House floor where I have a right to 
offer amendments. I might say one of the things I am a little un- 
happy about is the idea of ending this aid for community facilities 
program. 

The two things I would like to to testify to here on the basis of fact 
are first, the downpayment question which I understand is concern- 
ing the committee, and there it is my deep conviction that the Con- 
gress ought to act to reduce these downpayments for two reasons: 

First, the increased cost of housing has not been reflected in the 
downpayment. A house which cost $6,000—a median cost—before 
World War II now costs $12,000 kut the amount of downpayment has 
gone up about twice as much in percentage as the actual cost of the 
house. This is a situation that requires correction in this bill. 

The Administrator, Mr. Cole, who testified here, who is a former 
colleague and a good friend of mine, is quoted as indicating that 
there was not as yet any suflicient downturn to justify an effort to give 
a fillip to the housing industry in this fashion by reducing down- 
payments, 

[ rather think that economically—and there are some pretty good 
economists on this committee—we cannot wait until there is actually 
a downturn but we have to do our best to anticipate it in accordance 
with some sound standard of judgment. 

I submit that the standard of judgment in these housing matters 
should be heavily based on the needs of our population in housing. I 
heard the chairman a minute ago speak of what the United States 
could afford. If I may say so I think one of our great troubles in 
dealing with housing is that we do not think of it in terms of the 
United States financial position in the sense of an investment, for 
it is the best investment in the world, American housing. 

The Cuatrman. What I meant to say was, The Government does 
not have an unlimited amount of money. It has a limited amount 
of money and each year the Congress—and I presume with your vote 
we vote $1 billion or $2 billion or $3 billion or $4 billion. In — 
event we limit it. In my opinion we are better off when we vote : 
certain amount of money, if we say that money should be used in 
financing mortgages of $12,000 and less. That was my thought and 
I think it makes some sense. 

We would get twice as many houses as we would if we finance houses 
at $20,000 to $25,000. , 

The same amount of money would cover 2 $10,000 houses as it 
does 1 $20,000 house. 

Represent: itive Javirs. At the same time you have this problem 
there: We are always loath to make classifications among Americans 
enjoying the benefit of the country’s interest in their affairs; that 
would represent a classification. It goes into the question of larger 
families needing larger homes and of multifamily dwellings, also of 
the availability of mortgage money without FHA guaranties. 

34951—53——13 
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I would not jump to too hasty conclusions myself on this question 
of cutting off the FHA mortgage guaranties at a $12,000 figure but 
will certainly give it careful consideration. 

I think that we are dealing here with a question of Government 
credit behind an extremely sound investment in housing. 

It seems to me we are not spending money here, we are lending the 
use of Government credit for an extremely worthwhile purpose in 
which there is very little risk of loss. 

The CHarrman. I understand. We are thinking out loud, all of 
us, and we have a rule in this committee that anything that is said 
is not to be used against us, because we are thinking out loud. If 
you restrain people from thinking out loud, you restrain possibly 
their actions. 

Representative Javrrs. I had one other matter I wanted to direct 
to the attention of the committee while I am here and that is this 
whole question of middle income housing, as it is complicated by the 
increase in mortgage interest rates, with an increase in the interest 

rates for mortgages on cooperative housing contemplated now as well. 

I think that there is a great deal to be said for a real effort on the 

part of the Federal Government, even to the extent of direct loans, 
for the purpose of helping with those projects which, as I see it, are 
the only real direction in which we can get any relief for the middle- 
income families. There I think I can testify as something of an 
expert because my district, in a number of areas, shows deteriorating 
housing conditions because of the inability to have enough middle 
income housing construction, especially in big city areas. I think 
the problem of increased interest. rates without regard to the financial 
points of view as to whether or not it was desirable—personally I do 
not think it was; I say that very frankly—but it seems to me regard- 
less of that, if we are going to do something about the whole middle- 
income housing problem—and it is something to which this com- 
mittee should direct its attention, as we should over in the House— 
I think we have to consider dealing with it on the interest-rate level. 
As the matter stands now, also having some allowability of direct 
Government loans at least to these housing cooperatives under sec- 
tion 213 of the act, which are specially organized and I think repre- 
sent a really practical middle income housing solution. 

I will tell the committee there have been a great many of such 
cooperatives organized, especially in the county of Queens in my city, 
with a great many veterans participating. Though they are having 
their difficulties and troubles both in their own arrangements and 
with FHA, so many veterans have been attracted to cooperative 
housing that it does seem to be a very logical answer to their housing 
probleme, and so T would urge the committee to give that early con- 
sideration. I do not know that it can be done in this bill. The chair- 
man has stated we are under great time pressure on this bill but I 
urge the committee to give direct loans on middle income housing 
early consideration as in my own experience that is the only way we 
can be of some practical help in the middle income housing situation. 

The Crarmman. Do you care to comment on Senator Ives’ bill, 

1864? 

Representative Javrrs. I was only told about it this morning, Mr. 
Chairman. If the chairman could give me a little clue, I may have 
an opinion on it. 











HOUSING ACT AMENDMENTS OF 1953 191 


The Cuarrman. Under the law each State is allocated not to exceed 
10 percent and New York State is asking for what would amount 
to about 17 percent in order to clear up certain situations in and 
around New York University and Pratt Institute and Columbus 
Circle and other places. A number of gentlemen testified yesterday 
on this subject. 

Representative Javirs. I would normally place my faith in Senator 
Ives’ fairness in not being partisan to New York, or sectional in his 
thinking. Of course, I can say to the chairman and to the commit- 
tee that our problems in New York are unusually grave. I hope— 
and I hope this will not be taken amiss—that the standing of New 
York is so great with the country that we would all take a common 
pride in the city and what it eee to the country and to the 
world and try to help with its problems 

I fear that in late years we in New York have missed that oppor- 
tunity. 

Senator Sparkman. Did you read Mr. Livingston’s article in the 
Washington Post this morning? 

Representative Javirs. I did not. 

Senator Sparkman. You better read that. He says New York is 
losing out in favor of Chicago. 

Representative Javirs. 1 can only say I would do my utmost to 
reverse that trend. 

Senator Sparkman. Mr. Javits mentioned section 213. I do not 
believe we have had testimony on that. I wonder if it would not 
be well to have the staff obtain from the Housing Agency some kind 
of a report of the progress that has been made in getting housing 
under section 213 

The CHatrman. We will ask the clerk to secure that information. 

Senator Sparkman. I would like to ask Mr. Javits for his opinion 
on this limitation proposed by Mr. Fischer a while ago. 

Were you in the room a while ago? 

Representative Javrrs. I was in the room and the chairman just 
asked we about that. Whether to put a limitation on the maximum 
figure for FHA guaranties. I said that I did not come prepared to 
testify on that. Normally I am a little loath to go for a classification 
on a program that has been going along without such classification. 
It certainly sounds attractive, but I would not be prepared to say I 
was for it or against it rieht off the bat. 

Senator SparkMAN. Have we had any word from the agencies on 
community facilities ? 

The CuarrmMan. We will get it around 12 o’clock. 

Thank you very much, Mr. Javits. 

Representative Javirs. Thank you very much, Mr. Chairman. 

The Crarrman. The next witness will be Mr. Boris Shishkin, 
secretary, housing committee, American Federation of Labor. 


STATEMENT OF BORIS SHISHKIN, SECRETARY, HOUSING 
COMMITTEE, AMERICAN FEDERATION OF LABOR 


Mr. Suisuxrn. Mr. Chairman, I have a brief statement I would 
like to make to the committee. 

I would like to say at = outset I am secretary of the housing com- 
mittee of the American Federation of Labor and IT have for quite 
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some years been concerned with these matters. In connection with 
this bill particularly, I would like to indicate that I had some asso- 
ciation with Alexander Sachs in the original formulation of the FHA 
housing program, and have also served as a consultant to several 
Federal housing agencies. 

The proposed housing amendments of 1953 contained in the bill 
pending committee consideration, 5. 2103, is admittedly a stopgap 
measure. It does not propose any important new programs designed 
to help meet the country s housing needs. It does not attempt to make 
any substantial, and long overdue, overhaul of the old housing enact- 
ments. Nor does it set any new goals or develop new policies. 

The bill does increase by $1.5 billion the FHA authorization for 
Government insurance safeguarding mortgage lenders against loss on 
loans for either sale or rental housing. Apart from a number of minor 
changes, the second major purpose of this bill is to bring to an end 
defense housing aids under title IX of the Housing Act and also to 
terminate the defense-housing and community-facilities programs 
authorized by the 1951 law. All that would be left of the housing 
aids to defense upon enactment of this bill would be the small amount 
of insurance for privately built military housing and some temporary 
housing built in connection with the atomic-energy installations. 

It is the wholehearted desire of the American Federation of Labor 
to respond to Chairman Capehart’s invitation for constructive com- 
ments, criticisms, and amendments to this bill. We are also conscious 
of the fact that, unless Congress takes the necessary action, the de- 
fense connected programs, along W ith a number of other provisions of 
the present law, will expire on June 30, which is only 12 calendar days 
from today. 

While we want to be as helpful and constructive as we can, we real- 
ize that the 11th-hour opportunities for changing the proposed pro- 
gram are extremely scant. Our first and deepest concern is with what 
eems to us to be the inescapable significance of these proposals. As 
we read the bill, it means that, so far as the national housing policy 
is concerned, the defense effort is all over. It marks the turning point 
from a continued, sustained national effort for preparedness against 
aggression, to a relaxed return to carefree normalcy. 

For this we see no justification. We regard the protection of na- 
tional security of the United States as the unfinished business of the 
first and foremost order. If the defense effort is to be carried on, if 
the threat of Communist aggression is to be overcome, as we believe 
it must, and with greatest urgency, then the supporting defense hous- 
ing and defense community facilities programs should be kept in full 
effect. 

Secondly, we cannot escape the impression that the program of this 
bill is mainly a dismantling program, that it is negative, rather than 
positive in purpose. Surely, useless programs should not be per- 
petuated. But it seems to us that if there is to be a new and improved 
housing program Congress should be ready to have the new to replace 
the old. To dismantle before we are ready to rebuild this particular 
machinery of Government is a wasteful and costly way. 

Finaily, it seems to us that, even if we regarded the objective of 
rearmament and defense as less compelling than before—and we don’t 
believe we should—we must pursue the vitally important goal of assur- 
ing the future economic stability of our country. To maintain hous- 
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ing activity undiminished, to bring good housing within the financial 
reach of more American families, to drive for a balanced, not specula- 
tive, but sound expansion of the housing market—these seem to us 
to be the foremost requirements of a dynamic national housing policy. 


rHE HOUSING NEED 


Emergency needs for housing and community facilities in areas 
dominated by defense activity have by no means been met. In many 
areas defense activity is axpending . Even if the total volume of 
defense acti ity levels off, but the goals of defense buil lup continue 
to be pursued in accordance with President Eisenhower's expressed 
views, continuation of the defense program for housing and com- 
munity facilities will remain a must. 

While defense mnnnngs one ements have a special degree of 


urgency in the present tuation, defense strength calls for the 
streneth of the entire economy. The overriding concern of the 
national housing policy, therefore, is with the housing needs of the 


country as a whole. 

The extent of these needs has been emphasized in a recent study 
published in the April 1953 issue of Fortune magazine. This study 
poimts out that. despite a relatively high level of residential con 
struction in recent years, by the end of 1953 there will be an accu 
mulated deficit of 3 million dwelling units needed merely to keep 
up with the increase in the number of households sinc 1930. This 
estimate leaves completely out of account the need to replace millions 
of substandard homes. 

The Fortune study shows that the housing supply has fallen behind 
even the poor showing of 1930. For example, 40 percent of all 
housing standing today is more than 30 years old as compared with 
30 percent in 1930, Only 20 percent of today’s houses were built 
in the preceding decade as compared with 28 percent in 1930 

Of the 10 million substandard units in 1950, only 3 million are 
now vacant. The Fortune study points out that whatever increase 
in vacancies has taken place since 1950 is due mainly to the creation 
of inner-city vacancies by suburban building and that a large pro- 
portion of these so-called vacancies in the inner-city areas are un- 
doubtedly substandard. 

This and other evidence removes any doubt that we have need 


to make up a large accumulated housing deficit. In addition, of 
course, we must meet the current demand as well as assure housing 
for future growth. Decisions with regard to the character and 


scope of ch: anges in the existing housing program must be based on 
the consideration of the housing needs. of the country and of the 
special needs arising from recent changes and developments. 


THE FUTURE OUTLOOK 


The national housing policy, as expressed in the congressional 
enactments, must also be guided by a clear-cut purpose of stimu- 
lating continuing growth and expansion of the American economy, 
supported by a rising standard of living of the American people. 
This means that we need more and better housing. It means par- 
ticularly that we need more and better housing for the great number 
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of the American families who find today that good housing is beyond 
their financial reach. 

According to statistics published by the FHA, the average selling 
price of new homes sold with FHA mortgage insurance last year was 
$10,000 and involved a monthly housing cost of $83. The average 
annnal income of home purchasers under the FHA program was 
$4,800. The average gross weekly earnings for factory workers in 
1952 were $68. T.ven assuming full 52 weeks of employment, which is 
better than the average factory worker’s income record, the average 
annual gross earnings of factory workers were $3,536 or approxi- 
nately one-fourth less than the average annual income of FHA home 
purchasers for 1952. 

Many factory workers and most workers employed in service and 
trade industries earn considerably less than this average. Thus it is 
clear that the FHA program is meeting the needs of only those families 
whose incomes are considerably above the average. 

There is also conclusive evidence that much of the housing being 
built under the present FHA program is below the minimum standards 
of adequacy for the average family. I am talking now about the ade- 
quacy of the house itself. 

Spacewise, the area of 920 square feet, typical of the new homes in- 
sured by the FHA in 1952, is much too small for a family of 4, accord- 
ing to the findings of the committee on hygiene of the American Pub- 
lic Health Association. Housing most needed is the kind of housing 
that people could afford and the kind of housing that would meet at 
least the minimum requirements for wholesome living. 

As the members of this committee are well aware, the needs of the 
lowest income families for adequate housing can be met only through 
an effective low-rent public-housing program. The American Federa- 
tion of Labor has stated again and again that the 135,000 units a year 
authorized by the Housing Act of 1949 is the minimum that is neces- 
sarv even to begin to meet the needs of low-income families. 

We also need a program to provide good housing for middle-income 
families—those who are ineligible for public housing but cannot afford 
the hieh-nrice houses beine built by hieh-profit speculative builders. 

In looking to the future, Congress must be concerned with the hous- 
ing needed, but it also must take into account the role of the housing 
industry in our entire economy. The number of homes started in May 
of this year dropped 9 percent below the number of starts in April, and 
5 percent below the average monthly rate of last vear. 

While unseasonable weather in many parts of the country may have 
accounted for a part of this drop, not all of it can be blamed on the 
weather. Examination of the basic trends in home building indicates 
that we are likely once again to fall behind the required pace in 
housine construction. 

I might indicate at this point, Mr. Chairman, that just a glance at 
the new housing starts shown on page 18 of the Economie Indicators, 
as published by the Joint Committee on the Economic Report, shows 
that homebuilding has not kept up with the rapid growth in family 
formation in the last 3 years. 

Except for the 1951 peak, and the level housing starts each year 
does not rise and fails to reflect the rising need as indicated by the 
rising population in family formation. 
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The biggest cloud overshadowing the housing outlook is the recent 
increase in interest rates. These increases were precipitated by the 
rise in the interest rates on Government borrowing. This initial 
rise was followed by the increase in interest rates for VA-guaranteed 
loans to 44% percent and FHA-insured mortgages to an effective 
v-percent rate, 

As was to be expected, the Government’s action in raising interest 
rates quickly spread to the private sector of the economy. Reports 
from around the countr y indicate substantial increases in interest rates 
on farm loans, small business loans, and other forms of private lending. 

At present, the situation is still unsettled. Large lending institu- 
tions are obviously withholding large commitments in order to make 
sure they could gain the maximum advantage from the increased re- 
turn on the funds they have available for investment. The rising 
yields on corporate, State, and municipal bonds have made the VA 
and the FHA mortgages less attractive to large lenders, such as sav- 
ings banks and insurance companies. 

Thus, the effect of the Government’s high-interest-rate policy has 
already shown itself to be deflationary. Housing activity is becom- 
ing unduly restricted. The increased burden of financing placed upon 
home buyers by the increased interest rates will have the further 
serious result of widening the gap between the available new hous- 
ing and the home buyer’s ability to pay instead of narrowing it. 

Also extremely serious to workers’ families and to other urban 
families of small means, is the effect of the premature removal of 
Federal rent controls in all but a handful of areas. Thousands of 
families of workers who will be hard hit by the inevitably sharp in- 
creases in rents will be the very people for whom there is no prospect 
of obtaining other adequate housing within their ability to pay. 

Consideration should therefore be given to modifications in the hous- 
ing program which would encourage construction of low-priced hous- 
ing ¢ and thus broaden the housing market as a whole. 

We can hardly afford an extended study period of all the factors 
involved in this problem. Once the building cycle hits the down- 
swing, it may easily get out of control. A sharp decline in housing 
activity would affect the entire economy and lead to the curt: ailment 
of activities in many other supporting industries. 

It is better, therefore, to retain and enlarge the existing programs 
instead of deferring any action pending further study in ‘the future. 
The American Federation of Labor supports a study-as-you-go policy 
rather than one which would call a halt to the needed housing ex- 
pansion, pending a review of the past experience. 


RECOM MENDATIONS 


. We urge continuance for at least another year of the authoriza- 
os for insurance of mortgages for defense housing under the FHA 
— IX program—and provision of funds for public construction 

f defense housing where necessary. We also ask a year’s extension 
: provisions authorizing Federal assistance to defense areas for vi- 
ti ally needed community facilities. 

We recommend that adequate funds be authorized for direct 
ieee to veterans under the provisions of section 512 of the Service- 
men’s Readjustment Act to enable veterans to obtain housing loan 
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funds at less than the excessive rates charged by the mortgage lenders 
at the present time, 

>. We re ommend th ita similar authorization for direct loans be 
provided to make available mortgage loans al moderate rates for 
cooperative housing developed under section 213 of the National 
Housing Act when private loan funds are not obtainable on reason- 
able terms for cooperative housing projects otherwise eligible for 

FHA mortgage insurance. 

I would like to reiterate in this connection what Congressman Javits 
just said. Section 213 provides one of the major tools for us to meet 
the need in the middle income area where we have seen, and as the 
figures indicate, the lack of relationship between available kind of 
housing that is being constructed and the financial ability to pay of 
middle-income families. It is probably the most important problem, 
as far as the total American economy is concerned. 

1. We suggest that for rental housing built under section 207 of the 
National Housing Act, upper limits be raised on units eligible for 
FHA insurance to encourage oreatly needed rental housing for larger 
families. This would bring the rental housing program in line with 
section 203 of the Act, which now makes such a provision for homes 
offered for sale. 

This intends, in other words, the encouragement of rental housing 
construction or multiple-unit construction. 

5. We ask that essential safeguards be placed in the FHA program 
to protect the interests of the home buyers. We recommend two spe 
cifie measures: 

(a) Every builder of FHA-insured housing, or receiving other 
financial assistance under the program, should be required to sign a 
builder’s warranty against structural defects that may develop within 
the first 2 vears after complet ion. 

We believe that it is a reasonable requirement. The warranty eiven 
vith a car or fountain pen or any other product should apply in this 

ndustry, where the abuse is largely due to the inability of the home 
buyer to determine what kind of a house he is purchasing with his 
entire savings or income. 

(4) Purchasers of homes under the FHA and VA programs should 
be given protection through a “lapsed payments” plan. This would 
establish a revolving fund out of which payments could be maintained 
in the event a home buyer is forced into a lapse of monthly payments 
due to unemployment, illness, death in the family, or other emergency. 
The mortgagor would be expected to make slightly higher monthly 
payments when he resumes his payments to make up for the lapsed 
time and reimburse the revolving fund. 

It is a simple provision, but it would relieve a great deal of distress 
in the event of a decline in income in periods of unemployment, and 
might provide a major bridge for us to cover any gap that might be 

ahead. 

6. We ask that housing built under the FHA and VA programs be 
made subject to the requirement for the payment of wage rates pre- 
vailing in the locality, as determined by the Secretary of Labor. 

7. We support the provisions of S. 2103 increasing the FHA insur- 
ance authorization and extending the temporary housing program 
in AKC areas. 
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8. We ask that the provisions of the bill which limit the 1-year ex- 
tension of authority to defense housing already programed be modified 
to permit further progr aming. 

I might point out that the authorization propos sed of $1.5 billion for 
mortgage insurance falls short of the record of the previous year. If 
the prospects and the outlook are more encouraging than they seem 
today, that amount might not prove to be fully sufficient. 

Conclusion : Our housing supply has not kept up with the need. The 
special defense housing needs have not been met and adequate pro- 
visions for meeting them should be made. By cutting off the existing 
programs at this time and without taking any further positive action, 
Congress may well aggravate the hesitancy already indicated in the 
housing activity, discouraging instead of encouraging the much needed 
housing expansion. 

We strongly recommend that the proposed measure be reconsidered 
in the light of these recommendations and be broadened to sustain 
expansion in the needed housing activity of the Nation. 

I would like to add just one word, Mr. Chairman. I gratefully 
appreciate the opportunity to be heard, realizmg the great pressure 
under which this committee is working. 

We also recognize fully that this very pressure of time may not 
permit thorough consideration of some of the points that we have 
mentioned; but certainly the major recommendations that we have 
made with regard to the bill itself, and to the termination of some of 
these programs, we ve hope, will be given conside ration. 

The Cuarrman. We will give consideration to them on Monday 
when we start writing the bill. 

What are your thoughts on giving the President standby authority 
to lower downpayments during the next 12 months, if in his opinion 
it is in the best interests of the people ? 

Mr. Suisuxin. Well, I would say that we would support action of 
this kind. We believe that authority of this kind in the hands of the 
President, in effect in the hands of the Housing Administrator, who 
would be taking action only in full awareness of the existing economic 
situation, would be certainly a desirable proposal. 

At the same time, I would like to emphasize that, if the committee 
would take a good look at some of the housing that is being offered 
in the market at the present time, it would find that there is an out- 
cropping, for the first time in the history of this country, of offerings 
not only to veterans, but to nonveterans, of housing without any down- 
payment, at the present time. 

You have to consider the problem in the full context in which this 
is taking place. In other words, if the attraction to become a home- 
owner to a family which may not financially be able to become a home- 
owner is too great, and if the financial burden is increased, there is a 
danger of us working into a situation where home ownership will not 
be on a sound financial basis and will lead to a situation of distress. 

The Carman. Would you comment a little further on page 4 of 
your statement ? 

Mr. SuisuKin. We recommend that adequate funds be authorized 
for direct loans to veterans under the provisions of section 512 of the 
Servicemen’s Readjustment Act to enable veterans to obtain housing 
loan funds at less than the excessive rates charged by the mortgage 
lenders at the present time. 
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The recommendation is simply this, that to the extent that the rates 
may get out of line and to the extent the veterans will not be able to 
obtain necessary mortgage financing, that to that extent, direct loans to 
veterans, exclusively for the purpose of obtaining adequate housing, 
would be made available. 

The Cuamman. Are there questions, gentlemen ? 

Senator Sparkman. How would that differ from our present direct- 
loan system for veterans? 

Mr. SuisuK1n. It will mean the continuation of the present loan 
system, broadening considerably. 

Senator SparkMAN. You mean to continue it and perhaps expand 
it ? 

Mr. SutsuKrn. Not only continue it and perhaps expand it, Senator 
Sparkman, but also to reexamine the present situation. Insofar as 
the programs that are now in effect have been too narrow, we could 
provide lending in the areas where interest charges in the local mar- 
ket might be excessive and deprive the veteran and his family from 
the opportunity to establish a household on an ownership basis simply 
because there is not the mortgage money available. 

Senator Sparkman. I want to ask you just two questions: 

You recommend that we make a study of housing. Of course hous- 
ing is a subject and a development that does require continuing study, 
and you propose that we study as we go. 

How are we going to do that? We have just cut out the research 
part of housing, in the Appropriations Committee, you will recall? 

Mr. SutsuHKx1n. One of the main statements made by Mr. Cole, our 
new Housing Administrator, was that his purpose is to have a complete 
review of the housing program before providing such new programs 
as might be timely. 

We feel very strongly that the studies and the evaluation of the 
program for legislative purposes, for the establishment of congres- 
sional policy, should not be deterred. 

We have not got the time and we cannot afford to wait in order 
to carry those out. 

Senator SparkMAN. Do we have the machinery? 

Mr. Sutsnxin. We have machinery and we can strengthen that 
machinery in the Housing and Home Finance Agency. 

The technological research that has been conducted in the housing 
field is another matter. That sort of thing is desirable. It is unfor- 
tunate that money was cut out, but the provision for consultation and 
study—— 

Senator Sparkman. This would be a study of conditions as they 
exist, rather than seeking methods to improve ? 

Mr. Sutsuxrn. In the housing committee of the American Federa- 
tion of Labor, we have done a great deal of work in this field for the 
last 15 years, and we feel we have a need for such information. 

It is a sad reflection that for important data we have to turn to 
Fortune magazine. It is difficult to find out what the overall housing 
picture looks like and what are the immediately needed steps. 

Senator Sparkman. With regard to your recommendation on the 
guaranty against structural defects, are vou familiar with the report 
of the Rains Subcommittee of the House Banking and Currenc y Com- 
mittee, of last year ? 
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Mr. Suisuxin. Yes. 

Senator SPaARKMAN. Are your recommendations in line with the rec- 
ommendations of that committee? 

Mr. SuisHKin. I would like to say that the A. F. of L. made that 
proposal for builder’s warranty quite some years ago. 

Senator Sparkman. I know it has been up from time to time, but 
the reason I tie it into this committee is because they made a very thor- 
ough study and visited all parts of the country and saw the housing 
and I believe it was on the basis of that, that they decided that Con- 
gress ought to enact something to give protection to the purchaser. 

Mr. SuisuKiNn. We believe the Rains Committee findings strength- 
ened the purpose of the recommendation a great deal. 

Senator SPARKMAN. That is all. 

The Cuarrman. I refer again to point 4, on your page 4. Are you 
recommending there that the limit be r ‘aised, say from $7,000 or $8,000, 
to $9,000, on down payment ¢ 

Mr. SHISHKIN. ion That encouragement is now available for the 
single family occupancy sales housing and is not available to rental 
housing. There is therefore, a disparity from the standpoint of the 
wage earner. Because of one great outstanding factor in the United 
States that I think contributes a great deal to the dynamic character 
of our economy, and that is mobility of the worker, rental housing 
is needed and this ought to stimulate it. 

The Cuarrman. Thank you very much for your testimony and we 
hope you will appear again. 

Mr Suisux«in. Thank you, Senator Capehart. 

The CuHarrMan. Our next witness will be Mr. John A. Reilly, presi- 
dent, Second National Bank, Washington American Bankers Asso- 
ciation. 

Mr. Reilly, will you proceed in your own way. 


STATEMENT OF JOHN A. REILLY, AMERICAN BANKERS 
ASSOCIATION 


Mr. Remty. Mr. Chairman, and members of the committee, my 
name is John A. Reilly. Iam president of the Second National Bank 
of Washington, D. C., and I am appearing today, on behalf of the 
American Bankers Association, as chairman of the subcommittee on 
mortgage financing and urban housing of its Federal legislative com- 
mittee. 

We have examined the provisions of S. 2103 and believe that the bill 
will strengthen the mutual mortgage insurance system established 
under the National Housing Act. 

We commend particularly the strengthening of the mutual mort- 
gage insurance fund through the transfer of a larger proportion of the 
premium charges from the group accounts to the general reinsurance 
account as proposed in section 2 and the provision for repayment with 
interest to the Treasury of the initial capital advanced by it to the 
FHA to establish certain of the mortgage insurance funds as proposed 
in section 4, 

Strengthening the insurane e fund should lessen the need for de- 
pendence on the Government's guaranty of the FHA debentures and 
make the insurance fund more truly mutual in character, as was orig- 
inally intended. 
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It would seem that consideration might be given to providing for 
the transfer to the general reinsurance account of a higher percentage 
of the total premium charges than the 35 percent maximum set in this 


bill. 

Phe mutual mortgage insurance fund should be made so sound that 
eventually the Government’s guaranty of the FHA debentures could 
be entirely eliminated. Such guaranty may have been necessary when 
the insurance program was in its infancy and the debentures had not 


heen seasoned in the market. It would seem, however, that, with an 
idequate insurance fund, the FHA debentures would command as 
ready a market, and their ultimate payment would be as assured, as 


the intermediate credit banks’ debentures or the Federal land banks’ 
debentures, which do not now carry a Government guaranty. 

the American Bankers A eubeletion has long opposed subsidies 
in the form of Government ye? ital. It supported the return to the 
Preasury of the Government capital in the FDIC. dt has for many 
years urged the repayment of pret Government ¢ apit: al in the coo pera- 
tive avricultural credit institutions making up the Farm Credit Ad- 
ml ration, 

if erefore, welcomes this opp or tun ity to support the return to 
the Treasury of the Government capital in the FHA insurance funds. 

Senator Doucias. Does this carry with it an approval of the claims 
, rest rule? 

Mr. Remy. Yes: I think it is the average rate of interest prevail- 

t time, t] t was re ommended. 

[t is the view of the association that the Federal National Mortgage 

Vesncinty ) sho. | | be an emergency standby age ney to back up the 
ite secondary mortgage market by providing a source of funds 

for fi r institutions and mortgage lenders which may be tem- 


porarily loaned up and in need of additional funds to meet a cur- 
rent demand for mortgage financing. It believes that FNMA’s au- 
thority to purchase mortgages should be terminated at the earliest 
possible tin 1S. 

Th ‘re appears to be no lack of mortgage funds. The mortgage re- 
cording letter, March 1953, of the Home Loan Bank Board, published 
Mas v 22, 1953, shows a higher level of mortgage financing in the first 


months of this year than fe the corresponding 3-month period in 
1952. The letter states as follows: 


» 


Continuing to reflect a high level of real-estate financing activity, nonfarm 
nortgages of $20,000 or less recorded in the first 3 months of 1953 totaled 722,000 
n the amount of $4,418 million. The number of transactions was 6 percent 


above that for the same period last year, while the amount rose by 12 percent, 


The so-called one for one plan provided in section 6 at least does 
not involve the use of ad lition: ul acmaad funds and, if FNMA 
idopts the policy, as indicated by Administrator Cole in his testimony 
before this committee, of purchasing back a lesser amount of mort- 
gages than it has sold, a net reduction in FNMA’s present mortgage 
holdings would be effected, which would be desirable. It would seem 
that some provision should be made for returning the funds so released 
tothe Tre isury. 

There appears to be a need for a further safeguard to protect the 
Government against loss under this plan. While it is recognized 
that the use of the plan by FNMA is permissive and that it has au- 
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thority to prescribe terms and conditions, it would seem desirable to 
make certain that the mortgages which FNMA would be required to 
purchase under its purchase contract would be of equal quality and 
soundness to the mortgages which it sold. 

Such a requirement should be written into section 6, or at least Con- 
gress should obtain assurances from the Housing and Home Finance 
Administrator that such a requirement would be one of the conditions 
of every purchase contract entered into by FNMA pursuant to this 
section. 

We are also glad to see a start made in curtailing the direct financing 
activities of the Housing and Home Finance Administration and in 
curtailing the more liberal mortgage insurance intended for critical] 
defense housing areas, aS pro\ ided in section 9. 

It is hoped that studies will be continued looking to a further cur 
tailment of the FHA mortgage insurance programs with the ultimate 
aim of limiting such programs to those now provided under title I 
of the National Housing Act. 

The Association has felt for some time that a halt should be called 
in the postwar trend of making eligible for FHA insurance, mort gag* 
with longer and longer maturities and requiring smaller and smallet 
down payments. 

We are encouraged to observe that no such provisions are contained 
in this bill. We believe that the more liberal terms for eligible mort 
gages which have been provided since the end of World War II 
contributed materially to the postwar inflation of real-estate prices and 
increased the ultimate costs to purchasers of homes during this period. 

The Association hopes that this bill will receive favorable consider- 
ation by this committee and the Congress. 

The CHAIRMAN. Questions, gentlemen ¢ 

Senator SparKMan. Of course, the bill does not have in it pro 
visions for lowered downpayments, but I assume you know that prac- 
tically every witness who has been before us has strongly urged that 
these downpayments be reduced. 

Mr. Remy. I was only here this morning, Senator. I understood 
that each one of them did urge that. I am not sure, though, that 
that contributes to the soundness of the program. 

Senator SPARKMAN. Do you believe it would be inflationary ? 

Mr. Retiiy. | do. 

The Cuarman. I gather you would be opposed to giv ing the Presi- 
dent the right to reduce downpayments. 

Mr. Reritiy. I don’t believe it necessary, Mr. Chairman. It seems 
to me if you have an emergency of the type that was explained, that 
Congress would be in session and would be prepared to deal with that 
problem at the appropriate time. 

The CHairman. You do not think it might be needed within the 
next 12 months before Congress could act? 

Mr. Remtiy. We don’t see that that is a possibility. That is our 
present thinking, and I hope we are right. 

The CuatmrmMan. In other words, you have more confidence in the 
Congress than you do in the President ? 

Mr. Retuiy. I have confidence in both, Mr. Chairman, but I think a 
program like that should have the judgment of the Congress as well 
as the President. 
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Senator Payne. Mr. Chairman, I would just like to ask Mr. Reilly 
this: A number of witnesses who have appeared here in the last 
several days have indicated a very definite tightening of the avail- 
ability of mortgage money. I wondered if you would care to state 
anything with regard to that. 

Mr. Remiiy. There was a tightening of it in certain areas, Senator, 
and I think it was understandable. We are emerging from what 
some have termed a subsidized economy to a free market, and when 
you have that, lenders are naturally reluctant, but there seems to have 
been substantial mortgage money available. I don’t think that the 
increases of FHA and VA interest rates recently have been on the 
books or have been available long enough to be able to intelligently 
appraise the situation. 

The Cuamman. On page 2 you talk about the FHA debentures, 
and their acceptance in the market. We have had a number of wit- 
nesses here who have suggested that under section 207 those deben- 
tures be made 10 years instead of 20. 

Would you approve of that? 

Mr. Rettty. Well, of course, under the present arrangement with 
the 20-year provision, the lender does know he cannot be bailed out 
by the Government right away. He has to take these debentures if 
he has a loan that goes sour. I don’t think I would shorten that term. 
On the other hand, if you are going to get away from the Government 
guaranty ultimately, in my judgment, you will have to shorten them. 

The Catan. You think it might be well to change it from 20 to 
10 years? 

Mr. Reitiy. It would help, as far as the marketability of the deben- 
tures are concerned, there is no doubt about it. 

Senator SparRKMAN. What about stimulating the mortgage market ? 

The Cuarrman. I would think anything that would help the deben- 
tures would help the mortgage market. 

Mr. Remy. The market of course would be stimulated by the short- 
ening of the maturity of them, because it has a guaranty attached to it. 

I don’t think, unless you are going to get away from the guaranty 
by the Government of these mortgages, that the time should be short- 
ened. It just makes it that much more attractive for people to get 
into loans that might not be as sound as they should be. 

The Cuamman. Does your bank deal in home mortgages? 

Mr. Remy. Yes, sir. We are limited, of course, as a national 
bank, to 60 percent of our time deposits, and we deal with them. 

The Cuarrman. Do you feel there is a shortage of mortgage money 
at the moment ? 

Mr. Remy. I don’t feel there is in this particular area, Senator. 
There appears to be sufficient money. 

The CratrMan. We are getting a lot of testimony and a lot of 
letters and communications that builders just cannot sell their mort- 
gages. They say the market has dried up. 

Mr. Rettiy. The rate of interest has had something to do with that. 

The Cuatrman. Do you think with this new interest rate now they 
will open up? 

Mr. Remy. T think as it goes on, it will have a tendency to stabilize 
the market. There was a period there of uncertainty. There was a 
lot of conversation as to whether it was going to be raised or not. I 
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think if we are ever going to get to a free market and if we are going 
to get the dollar restored to where we think it ought to be, you will 
only do it by the thrift of the people. When that takes place, the 
savings will be there and they will seek employment. . 

The Cuamman. I would not like to see the value of the dollar re- 
duced, but I am also concerned about holding it as it is and not seeing 
it too low and not seeing it too high. I think the signs at the moment 
point to the fact that we ought to be giving some consideration to 
holding the economy rather than seeing whether it goes too high or 
goes too low. I think as a businessman and a banker, we ought to be 
interested in holding our present economy. 

Thank you very much. We appreciate your testimony. 

Our next witness will be Mr. Flynn, executive vice president of 
National Homes Acceptance Corp., LaFayette, Ind. 


STATEMENT OF FRANK P. FLYNN, JR., EXECUTIVE VICE 
PRESIDENT, NATIONAL HOMES ACCEPTANCE CORP. 


Mr. Fiynn. Mr. Chairman, the printed statements will be available 
in about an hour and a half. 

‘The CHAIRMAN. Suppose you just proceed in your own way, then. 

Mr. Fiynn. Mr. Chairman and members of the Banking and Cur- 
rency Committee, my name is Frank P. Flynn, Jr. I am executive 
vice president of National Homes Acceptance Corp., a lending insti- 
tution and an FHA approved mortgagee. I have been in the mort- 
gage business since 1934 as an FHA employee, as mortgage loan su- 
pervisor for a large life-insurance company and as an officer and 
director of a large Chicago mortgage company. I therefore feel that 
J am in a position to intelligently interpret circumstances affecting 
the mortgage business and the building industry which is so closely 
allied, as well as to intelligently discuss the problem. 

This is a little aside and not in my prepared statement, but I not 
only appreciate the opportunity of testifying, but to find out that 
Mr. Reilly doesn’t feel there is a shortage of mortgage funds—we 
have four national home builders, all reputable businessmen in the 
Washington area, who have been unable to get any financing of any 
kind on FHA and VA terms, and I am going to have them come in to 
see Mr. Reilly, because that will no doubt solve their problem. 

National Homes Acceptance Corp. has made over $100 million 
worth of FHA and VA insured mortgages during the last 6 years and 
at the present time are servicing approximately $75 million in FHA 
and VA insured loans for some 80 different principals, including life- 
insurance companies, savings banks, commercial banks, and one sav- 
ings and loan association. 

I am appearing to respectfully request that consideration be given 
to the enactment of legislation which will permit the Federal Na- 
tional Mortgage Association to resume its purchase program, thus 
reestablishing a secondary market for Government-insured loans. 

At the present time—and I apparently am making a statement that 
is subject to some dispute—the home building industry is in a critical 
position. In many areas there is absolutely no market for FHA and 
VA loans at any price and in those areas where such funds are avail- 
able, it is, with the exception of the New York and New England 
areas, on a very restricted basis. This, of course, is due to the fact 
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that insurance companies and savings banks have so little money 
available for investment in insured mortgage loans. Because of the 
condition of a rovernment bond market they are unable to derive 
‘unds from their bond portfolio to purchase in any volume FHA or 


We can’t blame the Republican administration for that, because 
course that was brought about in the last administration when the 
bond market was unpegged. 

Their mortgage investment requirements can be satisfactorily met 
by conventional mortgages bearing higher rates of interest and writ- 
ten on sele ‘ted risk ‘YPE of prope rties. 


Senator SparkMAn. The market was unpegged in March 1951, over 
2 vears Y ou did ok see that happen dur wes those 2 years, did you? 

‘Mr. Frynn. It took a little while for it to become apparent. 

Senator SparKMAN. Yes. Two years. I just think your statement 
is incorrect and misplaced, to be perfectly frank. 


=O 


nator Douetas. It is unduly conciliatory. 

Mr. Frynn. I am glad to have that defense because as Senator 
Capehart knows, Iam a Democrat of long standing. 

ane premise that the insured or ouaranteed mortgage system is 


the most satisfactory basis of financing the N: tion's housing proeram 
is so well est: ab li she od t hs at it 1s not necess ary to el; aby rate on th: it sub 
ject. As previously mentioned. with the exception of certain areas, if 


is practically impossible to obtain financing on VA or FHA terms for 
anv project building. 

This condition comes about because in most areas throughout the 
country. money to finance housing Is not locally present and mortgages 
are made by local baa KB, mortgage comnanies. and buildine and loan 


associations wl —_, he loans which they make to insurance com 
panies io hicnaaeei s hanks 

Brea f the ra gr of available mortgage funds, even those 
Institutions who are? aking or purchasing Government-insure 1 mort 


wages are limiting their purchases to those mortgages on higher-nriced 
homes in better locations. Most of the lending institutions will not 
accept mortgages on properties of less than 800 to 1,009 square feet 
Mm area. 

There have been requests for amending the National Housine Act 
to permit more favorable terms, smaller downpayments, and longer 
amortization. At present it is a waste of time to concern ourselves 
abont these matters when mortgages written on the present terms are 
not even marketable. 

Whenever you get the downpayment smaller or increase the term 
of the loan they become less attractive to the investors and I see where 

there would be no market whatever for them. 

I am no economist. I am a small-town Iowa lawyer now living in 
the grand State of Indiana. I do not know too much about the hor- 
rors of inflation because I, like some 150 million other Americans, have 
enjoyed the privilege of living in these United States where we are 
ll rather happy about the conditions which have existed here, where 
we have the highest standard of living of any nation in the world. 

I do know, however, about the horrors of deflation. because T was 
married in 1932 and had a first- hand experience with the facts of 
unemployment and the despair that prevailed at that time. I will 
agree that we should take all the steps necessary to prevent the specter 
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ef uncontrolled inflation, but I feel that we should not be so preoccu 
pied with the threat of inflation that we overlook the danger of defla- 
tion which uninhibited means unemployment and despair. 

At the present time there is no market for FHA or VA loans on a 
general basis. The home-building ane try is at the present time in 
a critical position. We have had in the last 3 weeks requests from 
over 30 national home builders chien that we provide them with 
mortgage financing. Many of these builders have secured their mort- 
gage money from their local mortgage companies for as long as 6 
years, but these local mortgage companies are now no longer able 
to handle their loans and have requested that the FHA commitments 
which have been issued them be assigned to National Homes Accept- 
ance Corp. 

That is an important point because I am sure there has been testi- 
mony and I know that there has been an indication that the FHA, the 
volume of FHA business has been higher during the spring months 
than in many years. However, the issuance of an FHA commitment 
does not mean that the loan will be closed and we have personal evi- 
dence by virtue of these mortgage companies who want to assign their 
FILA commitments to us that they are unable to proceed with closing 
those loans upon which F H. \ commitments have been issued. 

Senator Payne. We had one of those, incidentally, yesterday. 

Mr. Fiynn. I think it isaseriousthing. The attitude and the testi- 
mony and the ideas that prevail that there is not a shortage of money, 
that higher interest rates will solve this problem, I think is either a 
deliberate intent to mislead or else it is made certainly without any 
basis in fact. 

Some of these mortgage companies—one in particular, who seek to 
assign their commitments to National Homes Acceptance Corp.—on 
of these c mpanies in the State of Illinois—is the mortgage loan cor- 
respondent for two of the largest life insurance companies, and yet 
this mortgage company has had to default on their commitments to 
their builders. 

We have in America the problem of housing for the low- and 
medium-income groups and also for the thousands of Negro citizens 
of these United States. There is very little means of obtaining finane 
ing for these people. Today in America our greatest danger is not 
inflation, not even Korea, nor the other many perplexities that beset 
us, but the real danger is the threat of communism and no statements 
such as “Red herrings” can disguise this fact. The best way to make 
Americans capitalists is to permit them to own their own homes. We 
cannot make everyone his own boss nor create for him his own busi 
ness, but we can permit him to be a homeowner possessing the rights, 
privileges and responsibilities of home ownership, and we cannot pro 
vide the low income or the minority groups with this privilege if we 
refuse to make loans on low-cost housing and we cannot have low-cost 
housing if we maintain investment requirements of 800 or 1,000 or 
1,500 square feet of floor area nor if we restrict the investment of loans 
to only the select neighborhoods and the larger cities. 

We have some 50,000 houses throughout the country, in the State 
of Indiana and in the Middle West. Our dealers are providing home- 
owners with a 2-bedroom house fully insulated, automatic heat, com- 
pletely adequate to their needs, with FHA or VA insured loans, in- 

34951—53——14 
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cluding a lot, ready to move into, at $7,500 to $8,000. That means 
ownpayments of $500 to $800, and $50 a month. It is possible to 
serve the low-cost market but it is necessary to provide the financing 
for them. 

Senator Doveias. How many square feet in your house? 

Mr. Fiynn. In the smallest house—that house I am referring to— 
there is approximately 700 square feet. 

Senator Doveias. You maintain a ratio of $10 to $11 per square 
foot ? 

Mr. Fiynn. Yes, sir. The price I quote included the cost of the 
lot, which will vary. 

It is just as important to house Americans in the small towns as it is 
in the larger cities. 

It is just as important to provide adequate and decent housing for 
the Negro population of this country. We ask them to fight and die 
for us like any other citizens and they are entitled to be provided with 
decent housing. Our dealers have provided a number of housing 
projects where the Negros can buy a nice, decent house of their own, 
a house and lot, and unfortunately the only place that we have been 
able to market those loans are to the Federal National Mortgage Asso- 
ciation. 

I respectfully suggest that legislation be provided to enable the 
Federal National Mortgage Association to resume its purchase pro- 
gram. I further respectfully suggest that the sum of $1 billion be 
appropriated for FNMA to engage in this program. This is a great 
amount, but it is small with respect to what we spend for foreign aid 
and national defense. What will it avail us to have the world fatten 
on the generosity of our people and to have the mightiest military 
force in the world if we have unemployment and despair at home? It 
is vitally important to secure and maintain a strong, healthy economy 
in America so that we will have the means to maintain the strength 
to defend ourselves against the aggressive intents of hostile foreign 
owers, 

FNMA isa balance wheel. It provides mortgage funds when they 
are not available and then disposes of the mortgages when the demands 
of private investors permit. Please keep in mind that FNMA in the 
years of its existence has made a substantial profit for the taxpayers 
of America—it has not cost them a dime. It has made profit for the 
taxpayers of America, and that while it has purchased some $4.5 billion 
in FHA and VA loans, it has sold approximately $1 billion of said 
loans. It has purchased the loans in times of financial stress at par 
and has sold them to private investors when funds were more plentiful 
at prices as high as 104. FNMA does not compete with private in- 
vestors, but actually aids them. No one sells a loan to FNMA if they 
can sell to an insurance company or other investor. 

I am not suggesting FNMA as an agency to bail out mortgagees who 
are in trouble because they helped to finance housing in America. No. 
I am only requesting that FNMA be provided with funds to purchase 
loans on housing to be built. 

It will be satisfactory to retain the requirement that they purchase 
only 50 percent of the loans made by a lending institution; restrict 
their activity to make prior commitments to the purchase receipt plan 
which has been in effect for some time; require that they purchase only 
loans which have been rejected by private investors. — 
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All of these steps to answer the objections of the opponents of 
FNMA that it is a primary market and that it competes with Govern- 
ment. These are items that would answer those objections and yet 
would create a secondary market which is so direly needed at this time. 
Let us face the necessity of providing for some secondary market to 
alleviate this situation where the lack of money for mortgage invest- 
ment is dealing a deathblow to the home- building indus try in America. 

The “one and one” or “one for one” plan whic h is being advocated 
under normal circumstances would be adequate, but at the present time 
when there is no market at any reasonable price for mortgages, I can- 
not see how such a plan could be of sufficient help. 

In addition, the plan contemplates that FNMA would liquidate their 
mortgages at the i vailing price today. I think that that would be : 
very serious mistake. Of the mortgages that FNMA hold at this time, 
eventually when mortgage funds are available, they can be sold at par 
which will not result in a loss to the Government. ‘They have done so 
before. 

The circumstances which are existing now are not new. We have 
had them in a lesser degree at other times. 

I have made the statement that money is not available and to sub- 
stantiate my statement I am submitting to the committee a number of 
letters from insurance companies and banks indicating their inability 
to purchase FHA loans because of the shortage of funds available. 

Frankly, I do so with some hesitancy because it will make me about 
as popular as the proverbial skunk at a lawn party in my profession, 
but I think that the time has come to exercise a little courage, face 
these issues, and give the straight facts to the Congress so that they will 
know how to provide for the emergency. 

This present situation is not unique, as the supply and demand for 
money fluctuates and during this fluctuation, investors either shun 
mortgage investments or strenuously seek them. 

When I was in the Nav y we had a defense housing policy where it 
was impossible to interest anyone in purchasing mortgages for defense 
housing. We could not sell them at par. Fortunately FNMA was in 
the picture. We sold those loans to FNMA at par and within 1 year 
the same insurance companies who refused to buy them at par from 
us were purchasing them from the Federal National Mortgage Asso- 
ciation at a price of 102. 

FNMA serves as the balance wheel. When mortgage money is 
scarce, they buy loans and when money is available they sell loans. I 

ras in the mortgage business in 1940 at a time when title VI FHA 
loans could not be sold to most investors at par, and yet 2 years later 
these loans which had been sold to FNMA were sold by them to insur- 
ance companies at a price of 102. 

FNMA is not the Government in business. It is the best possible 
bulwark against public housing. It pays dividends to the taxpayers. 
It has returned a substantial profit to the United States Treasury. It 
is the only means at present to provide mortgage money for low-cost 
and minority housing. 

We look with dismay at the immense port folio of FNMA at the 
present time and worry about its $2.5 billion portfolio. Keep in mind 
that over $2 billion are represented by VA loans—loans made to men 
who are willing to give their lives for their country and whose country 
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would have shown its gratitude by refusing to permit them to borrow 
money to buy a home, a small parcel of ground in these immense 
United States that they were willing to die for—unless FNMA had 
been able to function. I abhor flag waving, I despise capitalizing on 
patriotism, but I likewise abhor ingratitude. I pray—and I use that 
word in its proper sense—that this committee will see fit to take steps 
to permit it to continue this function. Thank you. 

The Cuarrman. You say you have something you want to place in 
the record ? 

Mr. Firynn. Yes, Senator. A number of letters. 

Understand, it is not that those companies are not willing to accept 
their responsibilities because they are companies that we have done 
business with, many of them, for years. 

It is merely that they do not have the money with which to purchase 
these FHA loans. It isa temporary situation. As soon as the demand 
for money decreases or when our defense effort lessens, which we hope 
will be soon, there will not be the triple-A bond corporate issues. The 
bond market we h« pe, W il] strengthen, and these same companies who 
are out of the market today will be back, as they have been in the past, 
and will be willing to pay par or a premium for the loans that FNMA 
has at this time. 

The Cuamman. Without cbjection, the letters will be placed in the 
record. 

(The letters referred to follow :) 





THE FRANKLIN LIFE INSURANCE Co., 
Springfield, Ill., May 18, 19538. 
Mr. FRANK P. FLYNN, Jr., 
Executive Vice President, National Homes Acceptance Corp., 
Lafayette, Ind. 

Dear Mr. FtynnN: In reply to your letter of May 11, we wish to advise that 
our finance committee has decided not to become active in the FHA or VA loan 
market for the present. In the event that our policy should change, we shall be 
very happy to so notify you. 

We thank you for your kind interest in writing to us and we regret our inability 
to be of help to you at this time. 

Yours very truly, 
STANLEY G. HowArp, 
Mortgage Loan Department. 


May 11, 1953. 
B. G. HARRISON, 
Vice President and Treasurer, the Franklin Life Insurance Co., 
Springfield, I. 

Dear Mr. Harrison: I am again writing to inquire as to whether or not you 
would be interested in some FHA 41% loans which we have ready for immediate 
delivery. 

These loans are located in Indiana and Illinois and we would offer them to 
you at a price of 9744 with % of 1 percent servicing, in accordance with our 
present servicing contract with you. We would also furnish, at no charge to 
you, a foreclosure bond written by the Indiana Bonding & Surety Co. which 
pays all foreclosure costs for a period of 5 years. 

In the event you are interested in the proposal, we would be very happy to 
furnish you with some loan submissions for your consideration. 

With kindest regards, I am, 

Very truly yours, 
FRANK P. FLYNN, Jr., 
Ezecutive Vice President. 
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THE FARMERS AND MECHANICS SAVINGS BANK, 
Minneapolis, Minn., June 10, 1958. 
Mr. FRANK P. FLYNN, Jr., 
Evecutive Vice President, National Homes Acceptance Corp.., 
Lafayette, Ind. 
DEAR FRANK: We have kept in mind the situation and offer suggested in your 
letter of May 16 concerning FHA loans. 
Unfortunately, we have found the bond market to be very advantageous these 
days, and therefore have cut down considerably on our mortgage investments. 
Since we are able to get a good volume of conventional loans at 5 percent here 
in our community and in some other communities, we have recently made no 
purchases of FHA loans and there does not seem to be any inclination to change 
that policy at this time. 
However, we do thank you for keeping us in mind and writing to us as you did. 
Sincerely, 
John. 
JOHN DELAITTRE. 


THE PHILADELPHIA SAvInG Funp Sociery, 
Philadelphia, Pa., June 9, 1953, 
Mr. FRANK P. FLYNN, Jr., 
Erecutive Vice President, National Homes Acce ptance Corp., 
Lafayette, Ind. 

DrAR FRANK: You will recall in our recent telephone conversation that I indi- 
cated that we expected to continue to consider purchase of acceptable loans to the 
extent that our allocated funds would allow. Unfortunately, the volume of 
loans for which we have committed since that time has necessitated a reexamina- 
tion of our investment policy and we are requesting, therefore, that you withhold 
submission of further offerings to us for the balance of this month. I will, of 
course, communicate with you further regarding the policy we expect to establish 
at that time. I am, therefore, returning to you herewith the FHA applications 
and related papers which you recently forwarded to us relative to the cases 
listed below. 

1. Allen, 1389 Santa Maria Lane. 
2. Baughman, 200 Yearling Road. 
3. Eader, 216 Yearling Road. 
4. Morrison, 226 Yearling Road. 
5. Ensor, 48370 San Jose Lane, 
Very sincerely, 
R. S. ApAms, Mortgage Officer. 





WESTERN STATES LIFE INSURANCE Co., 
Fargo, N. Dak., May 20, 1958. 
Mr. FRANK P. FLYNN, Jr., 
Executive Vice President, National Homes Acceptance Corp., 
Lafayette, Ind. 

DeaR Mr. Frynn, Jr.: I am indeed very sorry that we are unable to take 
advantage of your fine offers, as we have more applications and commitments 
locally than we can handle. 

The demand for money is tremendous. 

Thanking you, I remain, 

Sincerely yours, 
M. H. Ostrem, 
Vanager, Mortgage Loan Department, 


May 16, 1953. 
Mr. M. H. Ostrem, 
Manager, Mortgage Loan Department, 
Western States Life Insurance Co., 
Fargo, N. Dak. 

DEAR Mr. Ostrem: I am sure that your experience with the loans which we 
are servicing for you has been satisfactory. We are now servicing approximately 
$70 million in FHA and VA loans and, as of May 1, 1953, had only 26 loans 
wherein we had not received the payment due April 1. This speaks well of 
the quality of the loans we are originating and servicing. 
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We realize that there is a shortage of money available for mortgage investment 
but, since we are in a position to offer you FHA loans, on a basis which provides 
a very attractive yield, we wish to make the following proposal: 

We have approximately $3 million worth of FHA-insured loans, all ready for 
immediate delivery, located in the States of Indiana, Michigan, Ohio, and 
Illinois. We offer any portion which you desire at a price of 9744, with one- 
half of 1 percent servicing. These are 25-year 414 percent loans and, based on 
the yield tables published by the Financial Publishing Co. of Boston, this price 
will produce a yield of 4.10, estimating the life of the loan as 10 years. In addi- 
tion, with each loan we will furnish a title policy and a foreclosure bond, written 
by the Indiana Bonding & Surety Co. of Indianapolis, which pays any fore- 
closure costs for a period of 5 years. 

We also have available a large volume of FHA loans at the new 4% percent 
rate. These will be ready for delivery after approximately 90 days. We offer 
these loans at par with one-half of 1 percent servicing and also with the fore- 
closure bond. 

We are anxious to increase our account with you and feel that these loans will 
provide a very attractive investment. If you are interested in this proposal, 
we will submit loan offerings for your consideration. 

Very truly yours, 


soak "| 


FRANK P. Fiynn, Jr., 
Executive Vice President. 


May 11, 1953. 
Mr. WIris C. Post, 
Assistant Vice President, 
Providence Institution for Savings, 
Providence, R. I. 

Dear Brit: Since we have not sold you any loans lately, I am writing to 
inquire as to whether or not you might be interested in some. I am sure that we 
are in a position to offer FHA 4% loans at a better price than most mortgagees 
and naturally we are interested in building up our account with you folks. 

I would appreciate your advising me or Frank Fell if you are interested. 

With kindest personal regards, I am, 

Very truly yours, 
FRANK P. FLYNN, Jr., 
Executive Vice President. 


PROVIDENCE INSTITUTION FOR SAVINGS, 
Providence, R. I., May 15, 1953. 
Mr. FRANK P. FLYNN, Jr., 
Executive Vice President, National Homes Acceptance Corp., 
Lafayette, Ind. 
DeaR FRANK: Your letter of May 11 inquires whether or not we would be 
interested in the purchase of FHA 4% percent loans. 
We regret to advise that we are out of the market temporarily, but will surely 
contact you when we are back in again. 
Yours very truly, 
W. C. Post, 
Assistant Vice President. 


May 16, 1953. 
Mr. W. T. STEVENSON, 
Vice President, Pioneer Mutual Life Insurance Co., Fargo, N. Dak. 
DEAR Mr. STEVENSON: I am sure that your experience with the loans which we 
are servicing for you has been very satisfactory. We are now servicing approxi- 3 
mately $70 million in FHA and VA loans and as of May 1, 1953, had only 26 


loans wherein we had not received the payment due April 1. This speaks well ; 
of the quality of the loans we are originating and servicing. i 
We realize that there is a shortage of money available for mortgage invest- 5 


ment, but since we are in a position to offer you FHA loans on a basis which 
provides a very attractive yield, we wish to make the following proposal : 
We have approximately $3 million worth of FHA-insured loans, all ready for 
immediate delivery, located in the States of Indiana, Michigan, Ohio, and Illinois. : 
We offer any portion which you desire at a price of 9744, with one-half-of-1-per- 
cent servicing. These are 25-year, 41%4-percent loans, and based on the yield : 
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tables published by the Financial Publishing Co., of Boston, this price will 
produce a yield of 4.10, estimating the life of the loan as 10 years. In addition, 
with each loan we will furnish a title policy and a foreclosure bond written by 
the Indiana Bonding & Surety Co., of Indianapolis, which pays any foreclosure 
costs for a period of 5 years. 

We also have available a large volume of FHA loans at the new 4%-percent 
rate. These will be ready for delivery after approximately 90 days. We offer 
these loans at par with one-half-of-1-percent servicing and also with the fore 
closure bond. 

We are anxious to increase our account with you and feel that these loans will 
provide a very attractive investment. If you are interested in this proposal, 
we will submit loan offerings for your consideration. 

Very truly yours, 
FRANK T, FLYNN, Jr., 
Executive Vice President. 


PIONEER Mutual Lire INSURANCE Co., 
Fargo, N. Dak., May 20, 1953. 
Mr. FRANK P. FLYNN, Jr., 
Evrecutive Vice President, National Homes Acceptance Corp., 
Lafayette, Ind. 

DeaR Mr. FLYNN: I am referring to your letter of May 16, with your offering 
of FHA loans. At the present time we have very heavy commitments for loans 
in our territory. These are mostly on commercial buildings and involve rather 
large sums. 

We will keep in mind the offerings you have given us and a little later in the 
year will be glad to correspond with you, particularly since we will be able to 
net 4 percent or better. 

Thank you for having brought this matter to our attention. 

Yours very truly, 
W. T. STEVENSON, 
Assistant Vice President. 


THE OHIO STATE LIFE INSURANCE Co., 
Columbus, Ohio, May 20, 1953. 
Mr. FRANK P. FLYNN, Jr., 
Executive Vice President, National Homes Acceptance Corp., 
Lafayette, Ind. 

DEAR FRANK: I have your letter of May 16. You have every reason to be proud 
of your servicing record. We have been entirely satisfied with the servicing done 
for us by your Marietta office. 

Your offers on both 444 percent and 414 percent FHA loans are, I believe, quite 
fair. However, at this time it is impossible for us to consider such loans. We 
have approximately 57 percent of our assets in mortgages and our policy cur- 
rently is to buy securities, not only because of the attractive yield but also to bring 
our entire portfolio more into balance. 

The only mortgage lending we are doing involves conservative 5 percent loans 
in modest amounts. 

It is, of course, entirely possible that our picture will change in the not too 
distant future. In such event, I shall then be glad to discuss current offerings 
with you. 

Best regards. 

Sincerely, 
JosePpH M. Downs. 


May 16, 1953. 
Mr. JoserH M. Downs, 
Vice President, Ohio State Life Insurance Co., Columbus, Ohio. 

Dear Joe: Iam sure that your experience with the loans which we are servicing 
for you has been very satisfactory. We are now servicing approximately $70 
million in FHA and VA loans and, as of May 1, 1953, had only 26 loans wherein 
we had not received the payment due April 1. This speaks well of the quality of 
the loans we are originating and servicing. 
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ealize that there is a shortage of money available for mortgage investment 
but, since we are in a position to offer you FHA loans on a basis which provides 
a very attractive yield, we wish to make the following proposal : 

We have approximately $3 million worth of FHA-insured loans, all ready for 
immediate delivery, located in the States of Indiana, Michigan, Ohio, and Illinois. 
We offer any portion which you desire at a price of 9714, with one-half of 1 per- 
cent servicing. These are 25-year, 414 percent loans and, based on the yield 
tables published by the Financial Publishing Co., of Boston, this price will produce 
a yield of 4.10, estimating the life of the loan as 10 years. In addition, with 
each loan we will furnish a title policy and a foreclosure bond, written by the 
Indiana Bonding & Surety Co., of Indianapolis, which pays any foreclosure costs 
for a period of 5 years. 

We also have available a large volume of FHA loans at the new 414 percent 
rate. These will be ready for delivery after approximately 90 days. We offer 
these loans at par with one-half of 1 percent servicing and also with the fore- 
closure bond 

We are anxious to increase our account with you and feel that these loans will 
provide a very attractive investment. If you are interested in this proposal, we 
will submit loan offerings for your consideration. 

Very truly yours, 








FRANK P. FLYNN, Jr., 
hrecutive Vice President. 


‘ 


NORTHWESTERN NATIONAL BANK OF MINNEAPOLIS, 
Vinneapolis 2, Minn., May 19, 1953. 
Mr. FrRaNK P. FLYNN, Jr., 
E.recutive Vice President, National Homes Acceptance Corp., 
Lafayette. Ind. 

Drar FRANK It was nice to receive your letter of May 16, and it confirms my 
representations and claims to our officers here that National Homes Acceptance 
Corp. is our top-ranking serviver. Up to this.time I thought you had been giving 
il] attention to our loans, but apparently you give excellent service to all 


usua 


of your principals 
Frank, we have been out of the FHA market for almost 3 years; in fact, since 
we bought the last loans from you, and there is nothing in the picture to indicate 
e will be back in for some time. I think your offer is very fair and I am 
sorry that we are not in position to take some of your loans 
If the time ever comes when we are in the market again, I am sure we will 
look to you for offerings. 
Yours very truly, 
W. R. Jounson, 
Assistant Cashier. 


May 16, 1953. 
Mr. W. R. JoHNson, 
issistant Cashier, Northwestern National Bank of Minneapolis, 
Vinneapolis, Minn. 

Dear WALTER: I am sure that your experience with the loans which we are 
servicing for you has been very satisfactory. We are now servicing approxi- 
mately S70 million in FHA and VA loans and, as of May 1, 1953, had only 26 
loans Wherein we had not received the payment due April 1. This speaks well of 
the quality of the loans we are originating and servicing 

We realize that there is a shortage of money available for mortgage invest- 
ment but, since we are in a position to offer yon FHA loans on a basis which 
provides a very attractive vield, we wish to make the following proposal: 

We have approximately $3 million worth of FHA-insured loans, all ready for 
inimediate delivery, located in the States of Indiana, Michigan, Ohio, and Illinois. 
We offer any portion which you desire at a price of 9714, with one-half of one 
percent servicing. These are 25-year, 414-percent loans and, based on the yield 
tables published by the Financial Publishing Co. of Boston, this price will produce 
a yield of 4.10, estimating the life of the loan as 10 years. In addition, with each 
loan we will furnish a title policy and a foreclosure bond, written by the Indiana 
Bonding & Surety Co. of Indianapolis, which pays any foreclosure costs for a 
period of 5 years. 
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We also have available a large volume of FHA loans at re 
rate. These will be ready for delivery after approximately off 
these loans at par with one-half of one percent servicing the 
foreclosure bond 
We are anxious to increase our account with you and feel that these loans 
will provide a very attractive investment. If you are interested in this proposal, 
we will submit loan offerings for your consideration. 
Very truly yours, 
FRANK P. FLYNN, Jr 
Executive Vice President 
First NATIONAL BANK & Trust Co. OF PATERSON, 
Paterson, N. ., May 1 ,. 1953 
’ Mr. Frank P. FiyNnN, Jr., 
Executive Vice President, National Homes leceptance Corp., 
Lafaye tte, Ind 
Dear FRANK: Thank you for your letter of May 16 offering mortgages for pur 
a chase at an attractive yield. 
Unfortunately, the present status of our mortgage investment does not warrant 
us purchasing loans, at this time. 
You may rest assured that if our position should change in the future, we will 
be only too pleased to contact you, 
Kindest personal regards. 
Very truly yours, 
MORTGAGE DEPARTMENT, 
FreD A. Ries, 
Vice President 
May 16, 1953 
Mr. F. A. Rigs, 
issistant Cashier, First National Bank & Trust Co. of Paterson, 
Paterson. N. J 
Dear Fred: I am sure that your experience with the loans which we are ser 
icing for you has been very satisfactory We are now servicing approximately 
$70 million in FHA and VA loans and, as of May 1, 1053, had only 26 loans where 
we had not received the payment due April 1. This speaks well of the quality of 
the loans we are originating and servicing. 
We realize that there is a shortage of money available for mortgage investment 
but, since We are in a position to offer you FHA loans on a basis which provides a 
very attractive yield, we wish to make the following proposal: 
We have approximately $3 million worth of FHA-insured loans, all ready for 
immediate delivery, located in the States of Indiana, Michigan, Ohio, and Illinois 
We offer any portion which you desire at a price of 9744, with one-half of 1 percent 
servicing. These are 25-year, 4%4-percent loans and, based on the yield tables 
published by the Financial Publishing Co, of Boston, this price will produce a 
yield of 4.10, estimating the life of the loan as 10 years. In addition, with each 
i loan we will furnish a title policy and a foreclosure bond, written by the Indiana 
Bonding & Surety Co. of Indianapolis, which pays any foreclosure costs for a 
period of 5 years. 
We also have available a large volume of FHA loans at the new 415-percent 
‘ rate. These will be ready for delivery after approximately 90 days. We offer 


these loans at par with one-haif of 1 percent servicing and also with the for 
closure bond. 

We are anxious to increase our account with you and feel that these loans wi 
provide a very attractive investment. If you are interested in this proposal, we 
will submit loan offerings for your consideration. 

Very truly yours, 


l 


FRANK P. FLYNN, Jr., 
Executive Vice President 
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Tne MINIstTers Lire & CASUALTY UNION, 
Vinneapolis, Minn., May 29, 19538. 
Mr. Frank P. FLYNN, Jr., 
Erecutive Vice President, National Homes Acceptance Corp., 
Lafayette, Ind, 

Dear Mr. Frynn: Please be assured that we appreciate your offers of FHA 
mortgages as they are available from time to time. 

We are still putting our emphasis on other forms of investment for the pres- 
ent. Of course the time may come when we will want to get back into the 
mortgage field. 

With appreciation of your offers. 

Very sincerely, 
Met W. Horart, President. 


May 16, 1953. 
Mr. Mei W. Hopart, 
President, Ministers Life & Casualty Union, 
Vinneapolis, Minn. 

Dear Mr. Honartr: I am sure that your experience with the loans which we 
are servicing for you has been very satisfactory. We are now servicing ap- 
proximately $70 million in FHA and VA loans and, as. of May 1, 1953, had 
only 26 loans wherein we had not received the payment due April 1. This 
speaks well of the quality of the loans we are originating and servicing. 

We realize that there is a shortage of money available for mortgage investment 
but, since we are in a position to offer you FHA loans on a basis which provides 
a very attractive yield, we wish to make the following proposal: 

We have approximately $3 million worth of FHA-insured loans, all ready for 
immediate delivery, located in the States of Indiana, Michigan, Ohio, and [lli- 
nois. We offer any portion which you desire at a price of 9744, with one-half 
of 1 percent servicing. These are 25-year, 414-percent loans and, based on the 
yield tables published by the Financial Publishing Co., of Boston, this price will 
produce a yield of 4.10, estimating the life of the loan as 10 years. In addition, 
with each loan we will furnish a title policy and a foreclosure bond, written 
by the Indiana Bonding & Surety Co., of Indianapolis, which pays any foreclosure 
costs for a period of 5 years. 

We also have available a large volume of FHA loans at the new 4™%-percent 
rate. These will be ready for delivery after approximately 90 days. We offer 
these loans at par with one-half of 1 percent servicing and also with the fore- 
closure bond. 

We are anxious to increase our account with you and feel that these loans 
will provide a very attractive investment. If you are interested in this proposal, 
we will submit loan offerings for your consideration. 

Very truly yours, 
FRANK P. FLynn, Jr., 
Executive Vice President. 


LIBERTY BANK OF BUFFALO, 
Buffalo, N. Y., May 21, 19538. 
Mr. FRANK P. FLYNN, Jr. 
Executive Vice President, National Homes Acceptance Corp., 
Lafayette, Ind. 

Dear Mr. FLYNN: Replying to your letter of May 19, 1953, vou are advised 
that, as stated, our experience to date with loans purchased from your good 
company has been entirely satisfactory. 

However, at this time we are not in the market for additional out of state 
mortgages as the local demand for loans is providing an outlet for all available 
funds. 

If this situation should change, rest assured we will contact you. 

Yours very truly, 
R. W. H. CAaAmpprety, Vice President. 


Ab NEARS te vey. 


tne 
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May 19, 1953. 
Mr. R. W. H. CAMPBELL, 
Vice President, Liberty Bank of Buffalo, 
Buffalo, N. ¥. 

Dear Mr. CAMPBELL: I am sure that your experience with the loans which 
we are servicing for you has been very satisfactory. We are now servicing 
approximately $70 million in FHA and VA loans and, as of May 1, 1953, had 
only 26 loans wherein we had not received the payment due April 1. This speaks 
well of the quality of the loans we are originating and servicing. 

We realize that there is a shortage of money available for mortgage invest- 
ment but, since we are in a position to offer you FHA loans on a basis which 
provides a very attractive yield, we wish to make the following proposal : 

We have approximately $83 million worth of FHA-insured loans, all ready for 
immediate delivery, located in the States of Indiana, Michigan, Ohio and Illinois. 
We offer any portion which you desire at a price of 9714, with 1% of 1 percent 
servicing. These are 25-year, 4144 percent loans and, based on the yield tables 
published by the Financial Publishing Co. of Boston, this price will produce a 
yield of 4.10, estimating the life of the loan as 10 years. In addition, with each 
loan we will furnish a title policy and a foreclosure bond, written by the Indiana 
Bonding and Surety Co. of Indianapolis, which pays any foreclosure costs for 
a period of 5 years. 

We also have available a large volume of FHA loans at the new 414 percent 
rate. These will be ready for delivery after approximately 90 days. We offer 
these loans at par with 4 of 1 percent servicing and also with the foreclosure 
bond. 

We are anxious to increase our account with you and feel that these loans 
will provide a very attractive investment. If you are interested in this proposal, 
we will submit loan offerings for your consideration. 

Very truly yours, 
FRANK P. Fiynn, Jr., Erecutive Vice President. 


MERCANTILE Trust Co., 
St. Louis, Mo., May 21, 1953. 
Mr. Frank P. FLYNN, Jr., 
Eeecutive Vice President, National Homes Acceptance Corp., 
Lafayette, Ind. 

DeAR Mr. FLYNN: Thank you very much for your letter of May 16 submitting 
4% percent and 4% percent FHA loans to us. 

At the present time the pressure for money from our established customers 
in this immediate metropolitan area is such that it keeps our loan portfolio at 
a desirable level. Therefore, we are not in the market to purchase any loans 
now. 

Perhaps in the next 6 months the situation may change to the point where we 
will be interested in negotiating with you. 

Sincerely yours, 
Wma. H. JArrKe, Vice President. 


May 16, 1953. 
Mr. WILLIAM H. JAFFKE, 
Vice President, Mercantile Trust Co., 
St. Louis, Mo. 

Dear Mr. JAFFKE: I am sure that your experience with the loans which we 
are servicing for you has been very satisfactory. We are now servicing approxi- 
mately $70 million in FHA and VA loans and, as of May 1, 1953, had only 26 
loans wherein we had not received the payment due April 1. This speaks well 
of the quality of the loans we are originating and servicing. 

We realize that there is a shortage of money available for mortcage investment 
but, since we in a position to offer you FHA loans on a basis which provides a 
very attractive yield, we wish to make the following proposal : 

We have approximately $8 million worth of FHA-insured loans, all ready for 
immediate delivery, located in the States of Indiana, Michigan, Ohio, and 
Iinois. We offer any portion which you desire at a price of 9714, with % of 1 
percent servicing. These are 25-year, 414-percent loans and, based on the yield 
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tables published by the Financial Publishing Co. of Boston, this price will pro- 
duce a yield of 4.10, estimating the life of the loan as 10 years. In addition, 
with each loan we will furnish a title policy and a foreclosure bond, written by 
the Indiana Bonding and Surety Co. of Indianapolis, which pays any foreclosure 
costs for a period of 5 years, 

We also have available a large volume of FHA loans at the new 4'4-percent 
rate. These will be ready for delivery after approximately 90 days. We offer 
these loans at par with % of 1 percent servicing and also with the foreclosure 
bond 

We are anxious to increase our account with you and feel that these loans 
will provide a very attractive investment. If you are interested in this pro- 
posal, we wil submit loan offerings for your consideration. 

Very truly yours, 
FRANK P. FLYNN, Jr., 
Executive Vice President. 


NATIONAL LIFE Co., 
Des Moines, Iowa, May 19, 1958. 
NATIONAL HOMES ACCEPTANCE CORP., 
Lafayette. Ind. 
(Attention: Mr. Frank P. Flynn, Jr., executive vice president.) 
GENTLEMEN : We have your letter of Mav 16, about the poss bility of our com 
pany purchasing some FHA loans at this time. I am sorry to report that we are 
not in the market for mortgage loans at the present time. 
You give us excellent service on the loans we have purchased from you, and 
we appreciate it very much. 
Yours very truly, 
F. A. CLuMpP, 
Vanager, Mortgage Loan Department. 


May 16, 1953. 
Mr. F. A. CLUMP 
Manager, Mo age Loan D parti ent, National Life Co.., 
Des Moine 8, Towa. 

Dear Mr. CLuMpP: I am sure that your experience with the loans which we are 
Servicing for you has been very satisfactory. We are now servicing approxi- 
mately $70 million in FHA and VA loans and, as of May 1, 1953, had only 26 
loans wherein we had not received the payment due April 1. This speaks well 
of the quality of the loans we are originating and servicing. 

We realize that there is a shortage of money available for mortgage invest- 
ment but, since we are in a position to offer you FHA loans on a basis which 
provides a very attractive yield, we wish to make the following proposal: 

We have approximately $3 million worth of FHA-insured loans, all ready for 
immediate delivery, located in the States of Indiana, Michigan, Ohio, and Tlli 
nois. We offer any portion which you desire at a price of 97%, with one-half 
of 1 percent servicing. These are 25-year, 44% percent loans and, based on the 
yield tables published by the Financial Publishing Co., of Boston, this price 
will produce a yield of 4.10, estimating the life of the loan as 10 years. In addi- 
tion, with each loan we will furnish a title policy and a foreclosure bond, written 
by the Indiana Bonding & Surety Co. of Indianapolis, which pays any foreclosure 
costs for a period of 5 years. 

We also have available a large volume of FHA loans at the new 4% percent 
rate. These will be ready for delivery after approximately 90 days. We offer 
these loans at par with one-half of 1 percent servicing and also with the fore- 
closure bond. 

We are anxious to increase our account with you and feel that these loans will 
provide a very attractive investment. If you are interested in this proposal, we 
wili submit loan offerings for your consideration. 

Very truly yours, 
FRANK P. FLYNN, Jr., 
Eavecutive Vice President. 
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STATE MUTUAL LIFE ASSURANCE Co. OF WORCESTER, MASS., 


Mr. FRANK P. FLYNN, Jr., 
Herecutive Vice President, National Homes Acceptance Corp., 
Lafayette, Ind 

Dear Mr. FLYNN: In reference to your letter addressed to Mr. Plumley and 
referred to the undersigned, please be advised that due to our present shortage of 
funds available for mortgage-loan investment we would not be interested in 
your kind offer of representation, 

Very truly yours, 





MARTIN C, Brooks, 
Manager, Mortgage Loan Department. 


May 19, 1953. 
Mr. H. LApp PLUMLEy, 
President, State Mutual Life Assurance Co., 
Worcester, Mass. 

Dear Mr. PLUMLEY: We are at present servicing approximately $70 million in 
FHA and VA loans for a number of investors, including Equitable Life Insurance 
Co. of Iowa, Canada Life Assurance Co., Ohio State Life Insurance Co., Franklin 
Life Insurance Co., Philadelphia Savings Fund Society, Williamsburgh Savings 
Bank of Brooklyn, and Albany Savings Bank, as well as many others. An inquiry 
to any of these institutions will disclose that they are extremely well pleased 
with both the quality of the loans and the manner in which they are serviced. 

We realize that there is a shortage of money available for mortgage invest- 
ment but, since we are in a position to offer you FHA loans on a basis which 
provides a very attractive yield, we wish to make the following proposal : 

We have approximately $8 million worth of FHA-insured loans, all ready for 
immediate delivery, located in the States of Indiana, Michigan, Ohio, and Illinois 
We offer any portion which you desire at a price of 9742, with one-half of 1 
percent servicing. These are 25-year, 414-percent loans and, based on the yield 
tables published by the Financial Publishing Co. of Boston, this price will pro- 
duce a yield of 4.10, estimating the life of the loan as 10 years. In addition, with 
each loan we will furnish a title policy and a foreclosure bond, written by the 
Indiana Bonding & Surety Co. of Indianapolis, which pays any foreclosure costs 
for a period of 5 years. 

We also have available a large volume of FHA loans at the new 414-percent 
rate. These will be ready for delivery after approximately 90 days. We offer 
these loans at par with one-half of 1 percent servicing and also with the fore 
closure bond. 

We feel that these loans will provide you with a very satisfactory investment 
and, if you are interested in this proposal, we will submit loan offerings for your 
approval and furnish any other information which you wish. 

Very truly yours, 
FRANK P. FLYNN, Jr., 
Evecutive Vice President. 


PAcIFIC MuTUAL LIFE INSURANCE Co., 
Los Angeles, Calif., May 22, 1958. 
Mr. FRANK P. FLYNN, Jr. 
Erecutive Vice President, National Homes Acceptance Corp, 
Lafayette, Ind. 

Dear FRANK: Your letter of May 18 to Ted Burnett has been referred to me for 
reply. 

As you may know, for several years our primary mortgage investment has 
been in connection with conventional loans which have yielded us a much higher 
net rate than the Government-insured cases. Because of this fact, plus the 
ability of our existing connections to produce a larger volume of business than 
we can comfortably handle, we are unable to consider any further extension of 
our mortgage loan arrangement at this time. 

I appreciate your contacting us in regard to these mortgages, and fully under- 
stand the excellent manner in which your company has been servicing its sizable 
mortgage loan account. 

Yours very truly, 
THomas L. Lowe. 
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May 18, 1953. 
Mr. T. S. Burner, 
Viee President, Mortgage Loan and Real Estate Department, 
Pacific Mutual Life Insurance Co., 
Los Angeles, Calif 

Drar Tep: We are at present servicing approximatley $70 million in FHA and 
VA loans for a number of investors, including Equitable Life Insurance Co., of 
Iowa, Canada Life Assurance Co., Ohio State Life Insurance Co., Franklin Life 
Insurance Co., Philadelphia Savings Fund Society, Williamsburgh Savings Bank 
of Brooklyn, and Albany Savings Bank, as well as many others. An inquiry to 
any of these institutions will disclose that they are extremely well pleased with 
both the quality of the loans and the manner in which they are serviced. 

We realize that there is a shortage of money available for mortgage investment 
but, since we are in a position to offer you FHA loans on a basis which provides a 
very attractive yield, we wish to make the following proposal : 

We have approximately $3 million worth of fF HA-insured loans, all ready for 
immediate delivery, located in the States of Indiana, Michigan, Ohio, and Illinois. 
We offer any portion which you desire at a price of 9744, with one-half of 1 
percent servicing. These are 25-year, 4144 percent loans and, based on the yield 
tables published by the Financial Publishing Co. of Boston, this price will produce 
xu yield of 4.10, estimating the life of the loan as 10 years. In addition, with 
each loan we will furnish a title policy and a foreclosure bond, written by the 
Indiana Bonding & Surety Co. of Indianapolis, which pays any foreclosure costs 
for a period of 5 years. 

We also have available a large volume of FHA loans at the new 41% percent 
rate. These will be ready for delivery after approximately 90 days. We offer 
these loans at par with one-half of 1 percent servicing and also with the fore- 
closure bond. 

We feel that these loans will provide you with a very satisfactory investment 
and, if you are interested in this proposal, we will submit loan offerings for your 
approval and furn:sh any other information which you wish. 

Very truly yours, 
FRANK P. FLYNN, Jr., 
Erecutive Vice President. 


EQUITABLE LIFE INSURANCE Co. oF IowWA., 
Des Moines, Iowa, May 20, 1953 
Mr. F. P. FLYNN, Jr., 
Berecutive Vice President, National Homes Acceptance Corp., 
Lafayette, Ind. 
Dear FrANK: John is presently away from the office and will not return 
until June 2. However, he did read your letter of May 14 before departing, 
and we are all impressed with the very fine record in servicing which your 
company has accomplished. We doubt if anyone can exceed such performance. 
We also were quite interested in the terms of your offer to sell FHA loans, 
but we are still completely out of the market and do not expect to return to the 
market in the foreseeable future. As a matter of fact, for the time being we 
simply would not have enough money to purchase FHA or VA loans regardless 
of the price, although we all know that that condition could correct itself within 
a short time 
With kind personal regards, I remain, 
Sincerely, 
Tom. 


May 14, 1953. 
Mr. Joun M. MoGIrt, 
Superintendent of City Loans, 
Equitable Life Insurance Company of Iowa, Des Moines, Towa, 

DEAR Joun: Iam sure that your experience with the loans which we are serv- 
icing for you has been very satisfactory. We are now servicing approximately 
$70 million in FHA and VA loans and, as of May 1, 1953, had only 26 loans 
wherein we had not received the payment due April 1. This speaks well of the 
quality of the loans we originate and service. 
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We realize that there is a shortage of money available for mortgage invest- 
ment but, since we are in a position to offer you FHA loans on a basis which 
provides a very attractive yield, we wish to make the following proposal : 

We have approximately $3 million worth of FHA-iiisured loans, all ready for 
immediate delivery, located in the States of Indiana, Michigan, Ohio, and ILli- 
nois. We offer any portion which you desire at a price of 9744, with one-half of 
1 percent servicing. These are 25-year, 444 percent loans and, based on the yield 
tables published by the Financial Publishing Co., of Boston, this price will 
produce a yield of 4.10, estimating the life of the loan as 10 years. In addition 
with each loan we will furnish a title policy and a foreclosure bond, written by 
the Indiana Bonding & Surety Co., of Indianapolis, which pays any foreclosure 
costs for a period of 5 years. 

We also have available a large volume of FHA loans at the new 41% percent 
rate. These will be ready for delivery after approximately 90 days. We offer 
these loans at par with one-half of 1 percent servicing and also with the fore- 
closure bond. 

We are anxious to increase our account with you and feel that these loans 
will provide a very attractive investment. If you are interested in this proposal, 
we will submit loan offerings for your consideration. 

Very truly yours, 
FRANK P. FLYNN, Jr., 
Hrecutive Vice President. 


BANKERS LiFe INSURANCE Co. OF NEBRASKA, 
Lincoln, Nebr., May 27, 1953. 
Mr. FRANK P. FLYNN, Jr., 
Executive Vice President, National Homes Acceptance Corp., 
Lafayette, Ind. 

Drak FRANK: I have not forgotten your letter of May 16, but the unpredictable 
money situation has prompted me to hold off reply. 

The current purchases by our company, of very attractive bond offerings, have 
made it impossible for us to consider any added mortgage investments at this 
time. We, therefore, will not be able to avail ourselves of the offerings men- 
tioned in that letter. 

With best personal regards, I am 

Very sincerely yours, 
BANKERS Lire INSURANCE Co, OF NEBRASKA, 
FRANK R. SHUGRUE, 
Manager, Mortgage Section, 


May 16, 1953. 
Mr. Frank R. SHUGRUE, 
Manager, Mortgage Section, Bankers Life Insurance Co., 
Lincoln, Nebr. 

DEAR FRANK: I am sure that your experience with the loans which we are 
servicing for you has been very satisfactory. We are now servicing approxi- 
mately $70 million in FHA and VA loans and, as of May 1, 1953, had only 26 
loans wherein we had not received the payment due April 1. This speaks well 
of the quality of the loans we are originating and servicing. 

We realize that there is a shortage of money available for mortgage invest- 
ment but, since we are in a position to offer you FHA loans on a basis which pro- 
vides a very attractive yield, we wish to make the following proposal: 

We have approximately $3 million worth of FHA-insured loans, all ready for 
immediate delivery, located in the States of Indiana, Michigan, Ohio, and Illinois. 
We offer any portion which you desire at a price of 974, with one-half of 1 
percent servicing. These are 25-year, 444-percent loans and, based on the yield 
tables published by the Financial Publishing Co., of Boston, this price will 
produce a yield of 4.10, estimating the life of the loan as 10 years. In addition, 
with each loan we will furnish a title policy and a foreclosure bond, written by 
the Indiana Bonding & Surety Co., of Indianapolis, which pays any foreclosure 
costs for a period of 5 years. 

We also have available a large volume of FHA loans at the new 414-percent 
rate. These will be ready for delivery after approximately 90 days. We offer 
these loans at par with one-half of 1 percent servicing and also with the fore- 
closure bond. 
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We are anxious to increase our account with you and feel that these loans will 
provide a very attractive investment [If you are interested in this proposal, we 
| , ‘or your consideration. 





FRANK P. FLYNN, Jr., 
Erecutive Vice President. 


BROOKLYN SAVINGS BANK, 
Brooklyn, N. Y., May 21, 1958. 
Mr. Frank P. FLYNN, Jr., 
Brecutive Vice President, National Homes Acce ptance Corp., 
Lafayette, Ind. 


Dear Frank: At the present time we would not be interested in the proposed 
increa in your account as set forth in your letter of May 16. 
Very truly yours, 
GEORGE, 
Vice President. 


May 16, 1953. 
Mr. Georce J. BENDER, 
V ice Preside nt, the Brooklyn SAaCiNG Bank, 
Brooklyn, N.Y. 

Dear GEORGE: IT am sure that your experience with the loans which we are 
servicing for you has been very satisfactory. We are now servicing approxi- 
mately $70 million in FHA and VA loans and, as of May 1, 1953, had only 26 
loans wherein we had not received the payment due April 1. This speaks well 
of the quality of the loans we are originéiting and servicing. 

We realize that there is a shortage of money available for mortgage invest- 
ment but, since we are in a position to offer you FHA loans on a basis which 
provides a very attractive yield, we wish to make the following proposal: 

We have approximately $3 million worth of FHA-insured loans, all ready for 
immediate delivery, located in the States of Indiana, Michigan, Ohio, and 
Illinois. We offer any portion which you desire at a price of 9714, with one-half 
of 1 percent servicing. These are 25-year, 44%4-percent loans and, based on the 
vield tables published by the Financial Publishing Co., of Boston, this price will 
produce a yield of 4.10, estimating the life of the loan as 10 years. In addition, 
with each loan we will furnish a title policy and a foreclosure bond, written by 
the Indiana Bonding and Surety Co., of Indianapolis, which pays any fore- 
closure costs for a period of 5 years. 

We also have available a large volume of FHA loans at the new 414-percent 
rate. These will be ready for delivery after approximately 90 days. We offer 
these loans at par with one-half of 1 percent servicing and also with the fore- 
closure bond. 

We are anxious to increase our account with you and feel that these loans 
will provide a very attractive investment. If you are interested in this proposal, 
we will submit loan offerings for your consideration. 

Very truly yours, 


FRANK P. FLYNN, Jr., 
Erecutive Vice President. 


CENTRAL LIFE ASSURANCE Co., 
Des Moines, Iowa, May 19, 1958. 
Mr. Frank P. Fiynn, Jr., 
Executive Vice President, National Homes Acceptance Corp., 
Lafayette, Ind. 

DEAR Mr. FLYNN: We have your letter of the 16th indicating a price on any 
part of $8 million 4144-percent loans on properties in certain States. 

I am sorry we are not in position to give this favorable consideration. We 
are experiencing the same tight money situation which appears to be general 
with all investors, at least life-insurance companies. Last week our committee 
decided not to give favorable consideration to the new 414-percent FHA’s or VA’s, 
since our demand for conventional loan funds is more than sufficient to take care 
of the amount we have available for investment in loans. We are restricting our 
monthly approvals to approximately the monthly principal amortization on the 
present loans and as a result our loan correspondents are working on a consid- 
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erably restricted basis. At present there is nothing to indicate when this situ- 
ation may change, but if it does, we will contact you to determine whether you 
still have loans available. 
Yours very truly, 
PAUL WILSON, 
Vice President and Treasurer. 


May 16, 1958. 
Mr. Pau. WILSON, 
Vice President-Treasurer, Central Life Assurance Co., 
Des Moines, Iowa. 

Deak PAUL: I am sure that your experience with the loans which we are servic- 
ing for you has been very satisfactory. We are now servicing approximately 
$70 million in FHA and VA loans and, as of May 1, 1953, had only 26 loans wherein 
we had not received the payment due April 1. This speaks well of the quality of 
the loans we are originating and servicing. 

We realize that there is a shortage of money available for mortgage invest- 
ment but, since we are in a position to offer you FHA loans on a basis which pro- 
vides a very attractive yield, we wish to make the following proposal: 

We iave approximately $3 million worth of FHA-insured loans, all ready for 
immediate delivery, located in the States of Indiana, Michigan, Ohio, and Illinois. 
We offer any portion which you desire at a price of 9714, with one-half of 1 percent 
servicing. There are 25-year, 414-percent loans and, based on the yield tables 
published by the Financial Publishing Co., of Boston, this price will produce a 
vieid of 4.10, estimating the life of the loan as 10 years. In addition, with each 
joan we wil! furnish a title policy and a foreclosure bond, written by the Indiana 
Bonding & Surety Co., of Indianapolis, which pays any foreclosure costs for a 
period of 5 years. 

We also have available a large volume of FHA loans at the new 414-percent 
rate. These will be ready for delivery after approximately 90 days. We offer 
these loans at par with one-half of 1 percent servicing and also with the fore- 
closure bond. 

We are anxious to increase our account with you and feel that these loans will 
provide a very attractive investment. If you are interested in this proposal, we 
will submit loan offerings for your consideration. 

Very truly yours, 
FRANK P. FLynn, Jr., 
Herecutive Vice President. 





CENTRAL STANDARD LIFE INSURANCE CO., 
Chicago, Ill., May 20, 1958. 
Mr. FRANK P. FLYNN, JR., 
Executive Vice President, National Homes Acceptance Corp., 
Lafayette, Ind. 
Dear Mr. FLYNN: Our lending activity, at present time, is cOnfined to conven- 
tional loans where more attractive terms are obtainable. 
Offering proposal in your letter of May 16 is declined. 
Very truly yours, 
ALLAN KIRK WOOD, 
Vortgage Loan Supervisor. 


May 16, 1953. 
Mr. ALLAN KIRKWOOD, 
Vortgage Loan Supervisor, Central Standard Life Insurance Co., 
Chicago, IU. 

Dear Mr. Kirkwoop: I am sure that your experience with the loans which we 
are servicing for you has been very satisfactory. We are now servicing approxi- 
mately $70 million in FHA and VA loans and, as of May 1, 1953, had only 26 loans 
wherein we had not received the payment due April 1. This speaks well of the 
quality of the loans we are originating and servicing. 

We realize that there is a shortage of money available for mortgage investment, 
but, since we are in a position to offer you FHA loans on a basis which provides 
a very attractive yield, we wish to make the following proposal : 
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We have approximately $3 million worth of FHA-insured loans, all ready for 
immediate delivery, located in the States of Indiana, Michigan, Ohio, and Illinois. 
We offer any portion which you desire at a price of 9714, with one-half of 1 per- 
cent servicing. These are 25-year, 44%4-percent loans and, based on the yield 
tables published by the Financial Publishing Co., of Boston, this price will pro- 
duce a yield of 4.10, estimating the life of the loan as 10 years. In addition, with 
each loan we will furnish a title policy and a foreclosure bond, written by the 
Indiana Bonding & Surety Co., of Indianapolis, which pays any foreclosure costs 
for a period of 5 years. 

We also have available a large volume of FHA loans at the new 414-percent 
rate. These will be ready for delivery after approximately 90 days. We offer 
these loans at par with one-half of 1 percent servicing and also with the fore- 
closure bond. 

We are anxious to increase our account with you and feel that these loans will 
provide a very attractive investment. If you are interested in this proposal, we 
will submit loan offerings for your consideration. 

Very truly yours, 
FRANK P. FLYNN, Jr., 
Executive Vice President. 


COLUMBIAN NATIONAL LIFE INSURANCE CO., 
Boston, Mass., June 2, 1953. 
FRANK P. FLyNnN, Jr., 
Executive Vice President, National Homes Acceptance Corp., 
Lafayete, Ind. 

DEAR Mr. FLYNN: We received your letter of May 16 with regard to your 
desire to increase your mortgage account with us and the loans which you can 
offer. 

We should like very much to increase our portfolio with some of your loans 
but our investment requirements are taken care of until about the middle of 
August. 

Incidentally, your statement as regards our experience with your servicing 
of our loans is entirely correct. 

Yours very truly, 
CARL ©. MULLEN, 
First Vice President and Secretary. 


May 16, 1953. 
Mr. Cart CC. MULLEN, 
Vice President, Columbian National Life Insurance Co., 
Boston, Mass. 

DEAR Mr. MULLEN: I am sure that your experience with the loans which we 
are servicing for you has been very satisfactory. We are now servicing approxi- 
mately $70 million in FHA and VA loans and, as of May 1, 1953, had only 26 
loans wherein we had not received the payment due April 1. This speaks well of 
the quality of the loans we are originating and servicing. 

We realize that there is a shortage of money available for mortgage invest- 
ment but, since we are in a position to offer you FHA loans on a basis which pro- 
vides a very attractive yield, we wish to make the following proposal : 

We have approximately $3 million worth of FHA-insured loans, all ready for 
immediate delivery, located in the States of Indiana, Michigan, Ohio, and 
Illinois. We offer any portion which you desire at a price of 9714, with one-half 
of 1 percent servicing. These are 25-year 4%4-percent loans and, based on the 
yield tables published by the Financial Publishing Co. of Boston, this price will 
produce a yield of 4.10, estimating the life of the loan as 10 years. In addition, 
with each loan we will furnish a title policy and a foreclosure bond, written 
by the Indiana Bonding & Surety Co. of Indianapolis, which pays any fore- 
closure costs for a period of 5 years. 

We also have available a large volume of FHA loans at the new 4%4-percent 
rate. These will be ready for delivery after approximately 90 days. We offer 
these loans at par with one-half of 1 percent servicing and also with the fore- 
closure bond. 

We are anxious to increase our account with you and feel that these loans 
will provide a very attractive investment. If you are interested in this pro- 
posal, we will submit loan offerings for your consideration. 

Very truly yours, 


Frank P. Fiynn, Jr. 
Reecutive Vice President. 
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Alp ASSOCIATION FOR LUTHERANS, 
Appleton, Wis., May 22, 1958. 
Mr. FRANK P. FLYNN, Jr., 
Executive Vice President, National Homes Acceptance Corp.., 
Lafayette, Ind. 

Dear Mr. FLYNN: We do not contemplate any substantial investments in the 
residential mortgage field in which we have been comparatively inactive for some 
time, and therefore we are unable to invite submissions along the lines discussed 
in your letter dated May 20. 

Very truly yours, 
Ww. H. ZUEHLKE, Jr., 
Investment Vice President. 


May 20, 1958. 
Mr. Atex O. BENZ, 
President, Aid Association for Lutherans, 
Appleton, Wis. 

Dear Mr. Benz: We are at present servicing approximately $70 million in 
FHA and VA loans for a number of investors, including Equitable Life Insurance 
Co, of Iowa, Canada Life Assurance Co., Ohio State Life Insurance Co., Franklin 
Life Insurance Co., Philadelphia Savings Funds Society, Williamsburgh Savings 
Bank of Brooklyn, and Albany Savings Bank, as well as many others. An 
inquiry to any of these institutions will disclose that they are extremely well 
pleased with both the quality of the loans and the manner in which they are 
serviced. 

We realize that there is a shortage of money available for mortgage invest- 
ment but, since we are in a position to offer you FHA loans on a basis which 
provides a very attractive yield, we wish to make the following proposal : 

We have approximately $38 million worth of FHA-insured loans, all ready for 
immediate delivery, located in the States of Indiana, Michigan, Ohio, and Illinois. 
We offer any portion Which you desire at a price of 9714, with one-half of 1 per- 
cent servicing. These are 25-year 44-percent loans and, based on the yield 
tables published by the Financial Publishing Co. of Boston, this price will pro 
duce a yield of 4.10, estimating the life of the loan as 10 years. In addition, 
with each loan we will furnish a title policy and a foreclosure bond, written by 
the Indiana Bonding & Surety Co. of Indianapolis, which pays any foreclosure 
costs for a period of 5 years. 

We also have available a large volume of FHA loans at the new 41-percent 
rate. These will be ready for delivery after approximately 90 days. We offer 
these loans at par with one-half of 1 percent servicing and also with the fore- 
closure bond. 

We feel that these loans will provide you with a very satisfactory investment 
and, if you are interested in this proposal, we will submit loan offerings for your 
approval and furnish any other information which you wish. 

Very truly yours, 
FRANK P. FLYNN, Jr., 
Earecutive Vice President 


THE UNION CENTRAL LIFE INSURANCE Co., 
Cincinnati, Ohio, May 26, 1958. 
Mr. FRANK P. FLYNN, Jr., 
Eerecutive Vice President, National Homes Acceptance Corp., 
Lafayette, Ind. 

Dean Mr. FLYNN: Your recent letter addressed to President Cox requesting 
our interest in a purchase of FHA insured loans has been referred to us for 
reply. 

Approximately 2 years ago we withdrew from the FHA and VA insured 
mortgage markets, and we do not at this time contemplate reentry into those 
fields of financing. 

We do appreciate your informing us as to your current offering and regret 
that we cannot be of assistance to you at this time. 

Yours very truly, 
J. G. Quick, Vice President. 
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May 20, 1953. 
Mr. W. Howarp Cox, 


President, Union Central Life Insurance Co., 
Cincinnati, Ohio. 

Dear Mr. Cox: We are at present servicing approximately $70 million in FHA 
and VA loans for a number of investors, including Equitable Life Insurance Co. 
of lowa, Canada Life Assurance Co., Ohio State Life Insurance Co., Franklin 
Life Insurance Co., Philadelphia Savings Fund Society, Williamsburgh Savings 
Bank of Brooklyn, and Albany Savings Bank, as well as many others. An 
inquiry to any of these institutions will disclose that they are extremely well 
pleased with both the quality of the loans and the manner in which they are 
serviced. 

We realize that there is a shortage of money available for mortgage investment 
but, since we are in a position to offer you FHA loans on a basis which provides 
a very attractive yield, we wish to make the following proposal: 

We have approximately $3 million worth of FHA-insured loans, all ready for 
immediate delivery, located in the States of Indiana, Michigan, Ohio, and 
Illinois. We offer any portion which you desire at a price of 9714, with one-half 
of 1 percent servicing. These are 25-year, 444 percent loans and, based on the 
yield tables published by the Financial Publishing Co. of Boston, this price will 
produce a yield of 4.10, estimating the life of the loan as 10 years. In addition, 
with each loan we will furnish a title policy and a foreclosure bond, written 
by the Indiana Bonding & Surety Co. of Indianapolis, which pays any foreclosure 
costs for a period of 5 vears. 

We also have available a large volume of FHA loans at the new 414 percent 
rate. These will be ready for delivery after approximately 90 days. We offer 
these loans at par with one-half of 1 percent servicing and also with the 
foreclosure bond 

We feel that these loans will provide you with a very satisfactory investment 
and, if you are interested in this proposal, we will submit loan offerings for 
your approval and furnish any other information which you wish. 

Very truly yours, 
FRANK P. FLYNN, Jr., 
Evrecutive Vice President. 


STATE FARM LIre INSURANCE CoO., 
Bloomington, Ill., May 21, 1958. 
FRANK. P. FLYNN, Jr., 
Executive Vice President, National Homes Acceptance Corp., 
Lafayette, Ind. 
DreAR Mr. FLYNN: Mr. Fuller has referred your recent letter to this department 
for reply 
This is to advise you that we do not have any interest at present in purchasing 
FHA or GI loans. 
Thank you for your inquiry. 
Yours very truly, 
JOHN D. WOoOOLEDGE, 
Assistant Treasurer. 


May 19, 1953. 
Mr. Morris G. FULLER, 


President, State Farm Life Insurance Co., 
Bloomington, Ill. 

DEAR Mr. Futter: We are at present servicing approximately $70 million in 
FHA’ and VA loans for a number of investors, including Equitable Life Insurance 
Co. of Iowa, Canada Life Assurance Co., Ohio State Life Insurance Co., Franklin 
Life Insurance Co., Philadelphia Savings Fund Society, Williamsburgh Savings 
Bank of Brooklyn and Albany Savings Bank, as well as many others. An inquiry 
to any of these institutions will disclose that they are extremely well pleased with 
both the quality of the loans and the manner in which they are serviced. 

We realize that there is a shortage of money available for mortgage investment 
but, since we are in a position to offer you FHA loans on a basis which provides 
a very attractive yield, we wish to make the following proposal : 

We have approximately $8 million worth of FHA-insured loans, all ready for 
immediate delivery, located in the States of Indiana, Michigan, Ohio, and Illinois. 
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We offer any portion which you desire at a price of 9714 with one-half of 1 per 
cent servicing. These are 25-year, 444-percent loans and, based on the yield 
tables published by the Financial Publishing Co. of Boston, this price will produce 
a yield of 4.10, estimating the life of the loan as 10 years. In addition, with each 
loan we will furnish a title policy and a foreclosure bond, written by the Indiana 
Bonding & Surety Co. of Indianapolis, which pays any foreclosure costs for a 
period of 5 years. 

We also have available a large volume of FHA loans at the new 414-percent 
rate. These will be ready for delivery after approximately 90 days. We offer 
these loans at par with one-half of 1 percent servicing and also with the fore 
closure bond. 

We feel that these loans will provide you with a very satisfactory investment 
and, if you are interested in this proposal, we will submit loan offerings for your 
approval and furnish any other information which you wish. 

Very truly yours, 
FRANK P. FLYNN, 
Executive Vice President 


PROVIDENT MUTUAL LIFE INSURANCE Co. OF PHILADELPHIA, 
Philadephia, Pa., May 25, 1958. 
Mr. FRANK P. FLYNN., Jr., 
Executive Vice President, 
Vational Homes Acceptance Corp., 
Lafayette, Ind. 


Dear Mr. Ftrynn: Thank you for your letter of May 19, 1953, addressed to Mr. 
Linton regarding the purchase of FHA-insured loans. We appreciate the offer 
of these loans, but we are not at the present time in the market for insured loans, 

If at some future time we should decide to purchase insured loans, we will be 
only too happy to communicate with you. 

Sincerely yours, 
F. B. Davis, 
Assistant Manager, Mortgage Loans. 


May 19, 1953. 
Mr. M. Arpert LINTON, 
President, Provident Mutual Life Insurance Co., 
Philadelphia 39, Pa, 

Dear Mr. LINTON: We are at present servicing approximately $70 million in 
FHA and VA loans for a number of investors, including Equitable Life Insurance 
Co. of Iowa, Canada Life Assurance Co., Ohio State Life Insurance Co., Franklin 
Life Insurance Co., Philadelphia Savings Fund Society, Williamsburgh Savings 
Bank of Brooklyn, and Albany Savings Bank, as well as many others. An in- 
quiry to any of these institutions will disclose that they are extremely well 
pleased with both the quality of the loans and the manner in which they are 
serviced. 

We realize that there is a shortage of money available for mortgage investment 
but, since we are in a position to offer you FHA loans on a basis which provides 
a very attractive yield, we wish to make the following proposal : 

We have approximately $3 million worth of FHA-insured loans, all ready for 
immediate delivery, located in the States of Indiana, Michigan, Ohio, and Illi- 
nois. We offer any portion which you desire at a price of 97%, with one-half 
of 1 percent servicing. These are 25-year, 414-percent loans and, based on the 
vield tables published by the Fnancial Publishing Co. of Boston, this price will 
produce a yield of 4.10, estimating the life of the loan as 10 years. In addition, 
with each loan we will furnish a title policy and a foreclosure bond, written by 
the Indiana Bonding & Surety Co. of Indianapolis, which pays any foreclosure 
costs for a period of 5 years. 

We also have available a large volume of FHA loans at the new 414-percent 
rate. These will be ready for delivery after approximately 90 days. We offer 
these loans at par with one-half of 1 percent servicing, and also with the fore- 
closure bond. 

We feel that these loans will provide you with a very satisfactory investment, 
and, if you are interested in this proposal, we will submit loan offerings for your 
“nproval and furnish any other information which you wish. 

Very truly yours, 


FRANK P. FLYNN, Jr.., 
Executive Vice President. 
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THE PENN MutvuAt LiFe INSURANCE Co., 
Philadelphia 5, Pa., May 22, 1953. 
Mr. FRANK P. FLYNN, Jr., 
Executive Vice President, National Homes Acceptance Corp., 
Lafayette, Ind. 
Dear Str: Your recent letter addressed to the president has been referred to 
me for reply. 
We regret that we are not now interested in the propositions which you out- 
lined in your letter. 
Very truly yours, 
Hersert ADAM, Vice President. 


May 18, 1953. 
Mr. MAaLcoLmM ADAM, 
President, the Penn Mutual Life Insurance Co., 
Philadelphia, Pa. 

Dear Mr. ADAM: We are at present servicing approximately $70 million in 
FHA and VA loans for a number of investors, including Equitable Life Insur- 
anee Co. of Iowa, Canada Life Assurance Co., Ohio State Life Insurance Co., 
Franklin Life Insurance Co., Philadelphia Savings Fund Society, Williamsburgh 
Savings Bank of Brooklyn, and Albany Savings Bank, as well as many others. 
An inquiry to any of these institutions will disclose that they are extremely well 
pleased with both the quality of the loans and the manner in which they are 
serviced. 

We realize that there is a shortage of money available for mortgage investment 
but, since we are in a position to offer you FHA loans on a basis which provides 
a very attractive yield, we wish to make the following proposal : 

We have approximately $3 million worth of FHA-insured loans, all ready for 
immediate delivery, located in the States of Indiana, Michigan, Ohio, and Illi- 
nois. We offer any portion which you desire at a price of 97%, with one-half 
of 1 percent servicing. These are 25-year, 4%4-percent loans and, based on the 
yield tables published by the Financial Publishing Co., of Boston, this price will 
produce a yield of 4.10, estimating the life of the loan as 10 years. In addition, 
with each loan we will furnish a title policy and a foreclosure bond, written by 
the Indiana Bonding & Surety Co., of Indianapolis, which pays any foreclosure 
costs for a period of 5 years. 

We also have available a large volume of FHA loans at the new 41%4-percent 
rate. These will be ready for delivery after approximately 90 days. We offer 
these loans at par with one-half of 1 percent servicing and also with the fore- 
closure bond, 

We feel that these loans will provide you with a very satisfactory investment 
and, if you are interested in this proposal, we will submit loan offerings for your 
approval and furnish any other information which you wish. 

Very truly yours, 
FRANK P. Fiywnn, Jr., 
Executive Vice President. 


OCCIDENTAL LIFE INSURANCE Co. OF CALIFORNIA, 
Los Angeles, Calif... May 22, 19538. 
Mr. FRANK P. Fiynn, Jr.. 
Erecutire Vice President, National Homes Acceptance Corp. 
Lafayette, Ind, 

DeaR FRANK: Mr. Brower has given me your letter of May 18 for attention. 

Because of our very high percentage of mortage loans to total assets, we have 
not taken on any new representation for some little time. You will be interested 
in our statement, which I am sending you under separate cover. 

We are in quite a healthy position so far as outstanding commitments are con- 
cerned, but it does not leave us too much for investment for the remainder of 
the year. What we have we must pass on to those that have represented us for 
years. 

Our market for loans on the west coast has been so favorable that we have 
picked up quite a few outstanding commitments that are coming to us at a much 
higher yield than the 4.10 you mention. 

It seems many years since we have been together, and I think we should make 
a point to meet. Undoubtedly, you come to Los Angeles, and I would like noth- 
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ing better than to have you let me know the next time you are coming here so 
that we will have a visit. 
Best personal regards. 
Sincerely yours, 
A. M. BurKe, 
Vice President. 


May 18, 1953. 
Mr. H. W. ROWER, 
President Occidental Life Insurance Co. of California 
Los Angeles 15, Calif. 

DEAR Mr. Browner: We are at present servicing approximately $70 million in 
FHA and VA loans for a number of investors, including Equitable Life Insurance 
Co. of Iowa, Canada Life Assurance Co., Ohio State Life Insurance Co., Franklin 
Life Insurance Co., Philadelphia Savings Fund Society, Williamsburgh Savings 
Bank of Brooklyn, and Albany Savings Bank, as well as many others. An in- 
quiry to any of these institutions will disclose that they are extremely well 
pleased with both the quality of the loans and the manner in which they are serv- 
iced, 

We realize that there is a shortage of money available for mortgage invest- 
ment but, since we are in a position to offer you FHA loans on a basis which pro- 
vides a very attractive yield, we wish to make the following proposal: 

We have approximately $3 million worth of FHA-insured toans, all ready for 
immediate delivery, located in the States of Indiana, Michigan, Ohio, and Illinois. 
We offer any portion which you desire at a price of 974%, with one-half of 1 per- 
cent servicing. These are 25-year, 414 percent loans and, based on the yield tables 
published by the Financial Publishing Co. of Boston, this price will produce a 
yield of 4.10, estimating the life of the loan as 10 years. In addition, with each 
loan we will furnish a title policy and a foreclosure bond, written by the Indiana 
Bonding & Surety Co. of Indianapolis, which pays any foreclosure costs for a 
period of 5 years. 

We also have available a large volume of FHA loans at the new 41% rate. 
These will be ready for delivery after approximately 90 days. We offer these 
loans at par with one-half of 1 percent servicing and also with the foreclosure 
bond. 

We feel that these loans will provide you with a very satisfactory investment 
and, if you are interested in this proposal, we will submit loan offerings for your 
approval and furnish any other information which you wish. 

Very truly yours, 
FRANK P. FLYNN, Jr.., 
Executive Vice President. 


THE NORTHWESTERN MuTUAL Lire INSURANCE Co., 
Vilwaukee 2, Wis., May 20, 1953. 
FRANK P. FLYNN, Jr., 
Erecutive Vice President, National Homes Acceptance Corp., 
Lafayette, Ind. 

Dear Sir: President Fitzgerald has referred to me your letter of May 18 
offering for purchase a block of 44%4-percent FHA loans as well as 414-pereent FHA 
loans. 

For the present, the company is not planning to increase its activities in the 
insured and guaranteed loan field and we would consequently not be in a position 
to consider your offer. If circumstances should modify present policy, we are 
glad to have information of your activities. 

Very truly yours, 
KArtL Marer, Jr., 
Manager of Residenee Loans. 


May 18, 1953. 
Mr. EpMUND FITZGERALD, 
President, The Northwestern Mutual Life Insurance Co., 
Milwaukee, Wis. 

Dear Mr. FiTzGerRALD: We are at present servicing approximately $70 million in 
FHA and VA loans for a number of investors, including Equitable Life Insurance 
Co. of lowa, Canada Life Assurance Co., Ohio State Life Insurance Co., Franklin 
Life Insurance Co., Philadelphia Savings Fund Society, Williamsburgh Savings 
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Bank of Brooklyn, aud Albany Savings Bank, as well as many others. An inquiry 
to any of these institutions will disclose that they are extremely well pleased 
with both the quality of the loans and the manner in which they are serviced. 

We realize that there is a shortage of money available for mortgage investment 
but, since we are in a position to offer you FHA loans on a basis which provides 
a very attractive yield, we wish to make the following proposal: 

We have approximately $3 million worth of FHA-insured loans, all ready for 
immediate delivery, located in the States of Indiana, Michigan, Ohio, and Illinois, 
We offer any portion which you desire at a price of 97144, with one-half of 1 percent 
servicing These are 25-year, 444 percent loans and, based on the yield tables 
published by the Financial Publishing Co. of Boston, this price will provide a yield 
of 4.10, estimating the life of the loan as 10 years. In addition, with each loan 
we will furnish a title policy and a foreclosure bond, written by the Indiana Bond- 
ing & Surety Co., of Indianapolis, which pays any foreclosure costs for a period 
of 5 years 

We also have available a large volume of FHA loans at the new 4% percent 
rate. These will be ready for delivery after approximately 90 days. We offer 
these loans at par with one-half of 1 percent servicing and also with the fore- 
closure bond 

We feel that these loans will provide you with a very satisfactory investment 
and, if you are interested in this proposal, we will submit loan offerings for your 
approval and furnish any other information which you wish. 

Very truly yours, 
FRANK P, FLYNN, IJr., 
E.recutive Vice President. 





NATIONAL LIFE INSURANCE Co., 
Montpe lie ns ve Vay 20), 19538. 
Mr. FRANK P. FLYNn, Jr. 
Erecut re Vice Preside nt, 
National Homes Acceptance Corp. 
Lafayette, Ind. 

Drar Mr. Frynn: Thank you very much for your letter of May 18, in which 
you make known to us the availability of 444 percent and 4%4 percent FHA loans 
on the basis set forth in your letter. 

It would be a great pleasure to transact business with you, but in the current 
investment market FHA loans do not appeal to us on the bases which you have 
quoted. It is very disturbing to us not to find a better yield available on FHA 
loans because as TI am sure you know, they have been a very important invest- 
ment outlet for this company for almost 20 years. 

Perhaps at some future time the market will be such that it will be possible 
for us to transact business. 

With many thanks, I remain 

Cordially yours, 
L. Doueias MEREDITH, 
Precutive Vice President, and Chairman, Committee on Finance. 


May 18, 1953. 
Mr. L. Dovucias MEREDITH, 


Erecutive Vice President, National Life Insurance Co.. 
Montpelier, Vt. 

DrAr Mr. MeRepiITH: We are at present servicing approximately $70 million 
in FHA and VA loans for a number of investors, including Equitable Life In- 
surace Co., of Iowa, Canada Life Assurance Co., Ohio State Life Insurance Co., 
Franklin Life Insurance Co., Philadelphia Savings Fund Society, Williams- 
burgh Savings Bank of Brooklyn and Albany Savings Bank, as well as many 
others. An inquiry to any of these institutions will disclose that they are 
extremely well pleased with both the quality of the loans and the manner in 
which they are serviced. 

We realize that there is a shortage of money available for mortgage investment 
but, since we are in a position to offer you FHA loans on a basis which provides 
a very attractive yield, we wish to make the following proposal: 

We have approximately $8 million worth of FHA-insured loans, all ready for 
immediate delivery, located in the States of Indiana, Michigan, Ohio, and II- 
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linois. We offer any portion which you desire at a price of 9714, with one-half of 
1 percent servicing. These are 25-year, 4144 percent loans and, based on the yield 
tables published by the Financial Publishing Co., of Boston, this price will pro- 
duce a yield of 4.10, estimating the life of the loan as 10 years. In addition, 
with each loan we will furnish a title policy and a foreclosure bond, written by 
the Indiana Bonding and Surety Co. of Indianapolis, which pays any foreclosure 
costs for a period of 5 years. 

We also have available a large volume of FHA loans at the new 4% percent 
rate. These will be ready for delivery after approximately 90 days. We offer 
these loans at par with one-half of 1 percent servicing and also with the fore- 
closure bond. 

We feel that these loans will provide you with a very satisfactory investment 
and, if you are interested in this proposal, we will submit loan offerings for 
your approval and furnish any other information which you wish. 

Very truly vours, 


FRANK P. FLynn, Jr., 
Executive Vice President. 





MONUMENTAL LIFE INSURANCE Co., 
Baltimore 2, Md., May 21, 1953. 


RRR pe TT AEE I ee mee 


' Mr. FraNK P. FLYNN, Jr. 
Hrecutive Vice President, 
Vational Homes Acceptance Corp., Lafayette, Ind. 

Drar Mr. Frynn: This will acknowledge your letter of May 16 addressed to 
Mr. Rock. 

The Monumental Life Insurance Co. is not in the market for FHA loans 
and has not purchased this type of obligation for nearly 2 years. Consequently, 
we cannot be interested in the contents of your letter. 

Yours very truly, 
FREDERICK L. WEHR, 
E.recutive Vice President. 


May 16, 1953. 
Mr. Leo P. Rock, 
President, Monumental Life Insurance Co., 
Baltimore 2, Md. 

Dear Mr. Rock: We are at present servicing approximately $70 million in 
FHA and VA loans for a number of investors, including Equitable Life Insurance 
Co. of Iowa, Canada Life Assurance Co., Ohio State Life Insurance Co., Franklin 
Life Insurance Co., Philadelphia Savings Fund Society, Williamsburgh Saving 
Bank of Brooklyn, and Albany Savings Bank, as well as many others. An 
inquiry to any of these institutions will disclose that they are extremely well 
pleased with both the quanity of the loans and the manner in which they are 
serviced. 

We realize that there is a shortage of money available for mortgage invest- 
ment but, since we are in a position to offer you FHA loans on a basis which 

. provides a very attractive yield, we wish to make the following proposal : 

We have approximately $8 million worth of FHA-insured loans, all ready 
for immediate delivery, located in the States of Indiana, Michigan, Ohio, and 
Illinois. We offer any portion which you desire at a price of 9714, with one-half 
of 1 percent servicing. These are 25-year, 44%4-percent loans and, based on the 
yield tables published by the Financial Publishing Co. of Boston, this price 
i will produce a yield of 4.10, estimating the life of the loan as 10 years. In 
: addition, with each loan we will furnish a title policy and a foreclosure bond, 
written by the Indiana Bonding & Surety Co. of Indianapolis, which pays any 
foreclosure costs for a period of 5 years. 

We also have available a large volume of FHA loans at the new 4%4-percent 
rate. These will be ready for delivery after approximately 90 days. We offer 
these loans at par with one-half of 1 percent servicing and also with the 
foreclosure bond. 

' We feel that these loans will provide you with a very satisfactory investment 
; and, if you are interested in this proposal, we will submit loan offerings for 
j your approval and furnish any other information which you wish. 

Very truly yours, 


A. ena 


FRANK P. FLYNN, Jr., 
Berecutive Vice President. 
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MASSACHUSETTS MutTuaAL LIFE INSURANCE Co., 
Springfield, Mass., May 20, 1958. 
Mr. FRANK P. FLYNN, Jr., 
Executive Vice President, National Homes Acceptance Corp., 
Lafayette, Ind. 

Dear Str: Your letter of May 16 is received, offering for sale FHA and VA loans 
from your city. 

We do not make loans on single-family homes, either conventional or insured, 
and therefore would not be interested at the present time in the purchases offered. 

We are interested in loans on income properties and would welcome any in- 
quiries for loans on any of your retail properties. There are occasions when we 
have made loans on industrial properties where the company has a long record of 
satisfactory earnings, deals in a stable product and has a good balance sheet or 
leased to a tenant for a long term with the same qualifications. We also require 


that the building be modern and preferably one story. ; d 
Very truly yours, 
Bert MOUNT, 
Second Vice President. 

May 16, 1958. : 

Mr. LELAND J. KALMBACH, 
President, Massachusetts Mutual Life Insurance Co., 
Springfield 1, Mass. 
Dear Mr. KALMBACH: We are at present servicing approximately $70 million 


in FHA and VA loans for a number of investors, including Equitable Life Insur- 
ance Co. of Iowa, Canada Life Assurance Co., Ohio State Life Insurance Co., 
Franklin Life Insurance Co., Philadelphia Savings Fund Society, Williamsburgh 
Savings Bank of Brooklyn, and Albany Savings Bank, as well as many others. 


An inquiry to any of these institutions will disclose that they are extremely well 

pleased with both the quality of the loans and the manner in which they are } 

serviced. ' 
We realize that there is a shortage of money available for mortgage investment 

but, since we are in a position to offer you FHA loans on a basis which provides a 

very attractive vield, we wish to make the following proposal : 


We have approximately $3 million worth of FHA-insured loans, all ready for 
immediate delivery, located in the States of Indiana, Michigan, Ohio, and Illinois. : 
We offer any portion which you desire at a price of 97%, with one-half of 1 percent ' 
servicing. These are 25-year, 4% percent loans and, based on the yield tables 
published by the Financial Publishing Co., of Boston, this price will produce a 
yield of 4.10, estimating the life of the loans as 10 years. In addition, with each 
loan we will furnish a title policy and a foreclosure bond, written by the Indiana 
sjonding & Surety Co. of Indianapolis, which pays any foreclosure costs for a 
period of 5 years. 

We also have available a large volume of FHA loans at the new 4% rate. These 
will be ready for delivery after approximately 90 days. We offer these loans at 
par with one-half of 1 percent servicing and also with the foreclosure bond. 

We feel that these loans will provide you with a very satisfactory investment 
and, if you are interested in this proposal, we will submit loan offerings for your 


approval and furnish any other information which you wish. ’ 
Very truly yours, 
FRANK P. FLYNN, Jr., 
Executive Vice President. 


AETNA LIFE INSURANCE Co., 
Hartford 15, Conn., May 20, 1958. 
NATIONAL HOMES ACCEPTANCE Corp., 
Lafayette, Ind. 
(Attention: Mr. Frank P. Flynn, Jr., executive vice president. ) 
GENTLEMEN : I have your letter of May 16, addressed to Mr. Morgan B. Brain- 
ard, president. 
We are not at the present time interested in the financing described in your 
letter. Thank you very much, however, for communicating with us. 
Very truly yours, 


MortGace LOAN DEPARTMENT, 
R. D. Swinenart, Manager. 
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May 16, 1953. 
Mr. MorGan B. BRAINARD, 
President Aetna Life Insurance Co., 
Hartford, Conn. 

Dear Mr. BRAINARD: We are at present servicing approximately $70 million 
in FHA and VA loans for a number of investors, including Equitable Life In- 
surance Co. of Iowa; Canada Life Assurance Co.; Ohio State Life Insurance 
Co.; Franklin Life Insurance Co.; Philadelphia Savings Fund Society, Williams- 
burgh Savings Bank, of Brooklyn; and Albany Savings Bank, as well as many 
others. An inquiry to any of these institutions will disclose that they are ex- 
tremely well pleased with both the quality of the loans and the manner in which 
they are serviced. 

We realize that there is a shortage of money available for mortgage invest- 
ment but, since we are in a position to offer you FHA loans on a basis which 
prvuvides a very attractive yield, we wish to make the following proposal: 

We have approximately $38 million worth of FHA-insured loans, all ready for 
immediate delivery, located in the States of Indiana, Michigan, Ohio, and 
Illinois. We offer any portion which you desire at a price of 9744, with one-half 
of 1 percent servicing. These are 25-year, 444 percent loans and, based on the 
yield tables published by the Financial Publishing Co. of Boston, this price 
will produce a yield of 4.10; estimating the life of the loan as 10 years. In 
addition, with each loan we will furnish a title policy and a foreclosure bond, 
written by the Indiana Bonding & Surety Co., of Indianapolis, which pays any 
foreclosure costs for a period of 5 years. 

We also have available a large volume of FHA loans at the new 4%-percent 
rate. These will be ready for delivery after approximately 90 days. We offer 
these loans at par with one-half of 1 percent servicing and also with the fore- 
closure bond. 

We feel that these loans will provide you with a very satisfactory invest- 
ment and, if you are interested in this proposal, we will submit loan offerings 
for your approval and furnish any other information which you wish. 

Very truly yours, 
FRANK P. FLYNN, Jr., 
Erecutive Vice President. 


AMERICAN NATIONAL INSURANCE CO., 
Galveston, Ter., May 20, 1958. 
Mr. FRANK P. FLYNN, Jr., 
National Homes Acceptance Corp., 
Lafayette, Ind. 


Dear Mr. FLYNN: Replying to your letter of May 16 addressed to W. L. Moody, 
Jr., this company does not handle FHA loans and therefore would not be 
interested in the proposition mentioned in your letter. 

Thanking you for the inquiry, I am, 

Cordially yours, 
W. O. WATSON, 
Assistant Treasurer. 


May 16, 1953. 
Mr. W. L. Moopy, 
President, American National Insurance Co., 
Galveston, Ter. 

DreAr Mr. Moopy: We are at present servicing approximately $70 million in 
FHA and VA loans for a number of investors, including Equitable Life Insur- 
ance Co. of lowa, Canada Life Assurance Co., Ohio State Life Insurance Co., 
Franklin Life Insurance Co., Philadelphia Savings Fund Society, Williamsburgh 
Savings Bank of Brooklyn, and Albany Savings Bank, as well as many others. 
An inquiry to any of these institutions will disclose that they are extremely 
well-pleased with both the quality of the loans and the manner in which they 
are serviced. 

We realize that there is a shortage of money available for mortgage invest- 
ment but, since we are in a position to offset your FHA loans on a basis which 
provides a very attractive yield, we wish to make the following proposal: 

We have approximately $3 million worth of FHA-insured loans, all ready for 
immediate delivery, located in the States of Indiana, Michigan, Ohio, and 
Illinois. We offer any portion which you desire at a price of 9714, with one-half 
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of 1 percent servicing. These are 25-year, 4144 percent loans and, based on the 
yield tables published by the Financial Publishing Co. of Boston, this price will 
produce a yield of 4.10, estimating the life of the loan as 10 years. In addition, 
with each loan we will furnish a title policy and a foreclosure bond, written by 
the Indiana Bonding & Surety Co. of Indianapolis, which pays any foreclosure 
costs for a period of 5 years. 

We also have available a large volume of FHA loans at the new 414-percent 
rate. These will be ready for delivery after approximately 90 days. We offer 
these loans at par with one-half of 1 percent servicing and also with the fore- 
closure bond 

We feel that these loans will provide you with a very satisfactory investment, 
and, if you are interested in this proposal, we will submit loan offerings for your 
approval and furnish any other information which you wish. 

Very truly yours, 
FRANK P. FLYNn, Jr., 
Executive Vice President. 


CONNECTICUT GENERAL LIFE INSURANCE Co., 
Hartford, Conn., May 20, 1958. 
Mr. Frank P. Fiynn, Jr., 
Exrecutive Vice President, National Homes Acce ptance Corp., 
Lafayette, Ind. 

DEAR Mr. FLYNN: Mr. Wilde is absent from the office on an extended vacation 
and your letter of May 16 has been turned over to me because I am in charge 
of the mortgage- and real-estate investments. 

We appreciate your offer of $3 million of FHA-insured loans at 974% and 
believe that this offer may be of interest to some investors. 

It so happens, however, that our company has not been a buyer of FHA loans 
in the last 2 years, and the present yield of 4 percent or 4.10 does not seem 
attractive to us in comparison with the opportunities available to us in the 
form of other investments. 

We are sorry, therefore, that we can show no interest in your offering. Per- 
haps some people who are more FHA-minded will take advantage of your offer. 

Yours very truly, 
O. P. SCHELLER, Secretary. 


May 16, 1953. 
Mr. FRAzAR B. WILDE, 
President, Connecticut General Life Insurance Co., 
Hartford, Conn. 

Dear Mr. WILpDES We are at present servicing approximately $70 million in 
FHA and VA loans for a number of investors, including Equitable Life Insurance 
Co. of Iowa, Canada Life Assurance Co., Ohio State Life Insurance Co., Franklin 
Life Insurance Co., Philadelphia Savings Fund Society, Williamsburgh Savings 
Bank of Brooklyn and Albany Savings Bank, as well as many others. An inquiry 
to any of these institutions will disclose that they are extremely well pleased 
with both the quality of the loans and the manner in which they are serviced. 

We realize that there is a shortage of money available for mortgage investment 
but, since we are in a position to offer you FHA loans on a basis which provides 
a very attractive yield, we wish to make the following proposal: 

We have approximately $3 million worth of FHA-insured loans, all ready for 
immediate delivery, located in the States of Indiana, Michigan, Ohio, and Illi- 
nois. We offer any portion which you desire at a price of 9714, with one-half 
of 1 percent servicing. These are 25-year, 4144 percent loans and, based on the 
yield tables published by the Financial Publishing Co. of Boston, this price 
will produce a yield of 4.10, estimating the life of the loan as 10 years. In 
addition, with each loan we will furnish a title policy and a foreclosure bond, 
written by the Indiana Bonding and Surety Co. of Indianapolis, which pays any 
foreclosure costs for a period of 5 years. 

We also have available a large volume of FHA loans at the new 414-percent 
rate. These will be ready for delivery after approximately 90 days. We offer 
these loans at par with one-half of 1 percent servicing and also with the fore- 
closure bond. 
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We feel that these loans will provide you with a very satisfactory investment 
and, if you are interested in this proposal, we will submit loan offerings for your 
approval and furnish any other information which you wish. 

Very truly yours, 
FRANK P. Fiynn, Jr., Erecutive Vice President. 


Tuk ConnecticuT MuTUAL LIFE INSURANCE Co., 
Hartford, Conn., May 22, 1953. 
Mr. FRANK P. FLynn, Jr., 
Heecutive Vice President, National Homes Acceptance Corp., 
Lafayette, Ind, 
Dear Mr. FLYNN: In reply to your letter of May 16, addressed to Mr. Fraser, 
I must advise you this company would not be interested in considering the pur- 
chase of FHA loans. 
Sincerely yours, 
F. J. EBERLE, 
Vice President in Charge of Mortgage Loans 


May 16, 1953. 
Mr. PETER M. FRAZER, 
President, Connecticut Mutual Life Insurance Co., 
Hartford, Conn. 

Dear Mr. Frazer: We are at present servicing approximately $70 million in 
FHA and VA loans for a number of investors, including Equitable Life Insurance 
Co. of Iowa, Canada Life Assurance Co., Ohio State Life Insurance Co., Franklin 
Life Insurance Co., Philadelphia Savings Fund Society, Williamsburgh Savings 
Bank of Brooklyn and Albany Savings Bank, as well as many others. An inquiry 
to any of these institutions will disclose that they are extremely well pleased 
with both the quality of the loans and the manner in which they are serviced. 

We realize that there is a shortage of money available for mortgage investment 
but, since We are in a position to offer you FHA loans on a basis which provides 
a very attractive yield, we wish to make the following proposal : 

We have approximately $3 million worth of FHA-insured loans, all ready for 
immediate delivery, located in the States of Indiana, Michigan, Ohio and Illinois, 
We offer any portion which you desire at a price of 97144, with one-half of 1 per 
cent servicing. These are 25-year, 444 percent loans and, based on the yield 
tables published by the Financial Publishing Co. of Boston, this price will produce 
a yield of 4.10, estimating the life of the loan as 10 years. In addition, with each 
loan we will furnish a title policy and a foreclosure bond, written by the Indiana 
Bonding and Surety Co. of Indianapolis, which pays any foreclosure costs for a 
period of 5 years. 

We also have available a large volume of FHA loans at the new 414 percent 
rate. These will be ready for delivery after approximately 90 days. We offer 
these loans at par with one-half of 1 percent servicing and also with the fore- 
closure bond. 

We feel that these loans will provide you with a very satisfactory investment 
and, if you are interested in this proposal, we will submit loan offerings for your 
approval and furnish any other information which you wish. 

Very truly yours, 
FRANK P. FLYNN, Jr., Executive Vice President 


THE Fipetiry Mutua Lire INSURANCE Co., 
Philadelphia, Pa., May 25, 1953 
Mr. FrANK P. FLYNN, Jr., 
Hxecutive Vice President, National Homes Acceptance Corp., 
Lafayette, Ind. 
Dear Str: President Roberts has asked me to reply to your letter of May 16. 
For the present and as far as we can look ahead just now, it does not appear 
that we will be broadening our mortgage lending activities. The funds avail 
able for investment in mortgages are hardly sufficient to take care of our old es- 
tablished correspondents. 
Thanking you, however, for your letter, we are. 
Very truly yours, 
W. C. KEESEY, 
Vice President, Investments. 
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May 16, 1953. 
Ir. E. A. Roverrs, 
President, The Fidelity Mutual Life Insurance Co., 
Philadephia, Pa. 

Dear Mr. Roserts: We are at present servicing approximately $70 million in 
FHA and VA loans for a number of investors, including Equitable Life Insurance 
Co. of Iowa, Canada Life Assurance Co., Ohio State Life Insurance Co., Frank- { 
lin Life Insurance Co., Philadelphia Savings Fund Society, Williamsburgh 
Savings Bank of Brooklyn, and Albany Savings Bank, as well as many others, 
An inquiry to any of these institutions will disclose that they are extremely well 
pleased with both the quality of the loans and the manner in which they are 
serviced. 

We realize that there is a shortage of money available for mortgage invest- 
ment but, since we are in a position to offer you FHA loans on a basis which 
provides a very attractive yield, we wish to make the following proposal : 

We have approximately $3 million worth of FHA-insured loans, all ready 
for immediate delivery, located in the States of Indiana, Michigan, Ohio, and 
Illinois. We offer any portion which you desire at a price of 9744, with one-half 
of 1 percent servicing. These are 25-year, 444 percent loans and, based on the 
yield tables published by the Financial Publishing Co. of Boston, this price will 
produce a yield of 4.10, estimating the life of the loan as 10 years. In addition, 
with each loan we will furnish a title policy and a foreclosure bond. written by 
the Indiana Bonding & Surety Co. of Indianapolis, which Pays anv foreclosure 
costs for a period of 5 years. 

We also have available a large volume of FHA loans at the new 4!4 percent 
rate. These wil be ready for delivery after approximately 90 days. We offer 
these loans at par with one-half of 1 percent servicing and also with the fore- 
closure bond. 

We feel that these loans will provide you with a very satisfactory investment 
and, if you are interested in this proposal, we will submit loan offerings for your 
approval and furnish any other information which you wish. 

Very truly yours, 
FRANK P. FLYNN, Jr., 
Executive Vice President. 





JEFFERSON STANDARD LIFE INSURANCE CO., 
Greensboro, N. C., May 26, 1953. 
Mr. FRANK P. FLYNN, Jr., 
National Homes Acceptance Corp.., 
Lafayette, Ind. 

DreaR Mr. FLYNN: Your letter of May 16 to Mr. Howard Holderness, president, 
has been referred to the mortgage loan department for handling. 

We want to thank you very much for your offer to sell our company a sub- 
stantial block of FHA loans, but we are not in the market for this type of loan. 
Also, all of cur loans are serviced from the home office here in Greensboro, N. C. 


. 
We trust that you will have no difficulty in disposing of these loans through 
your regular connections. 
Very truly yours, 
CHAS, BE. Weston, Manager. 
. 


May 16, 1953. 
Mr. HoWarp HOLDERNESS 
President, Jefferson Standard Life Insurance Co., 
Greensboro, N. C. 

Dear Mr. HOLDERNESS: We are at present servicing approximately $70 million 
in FHA and VA loans for a number of investors, including Equitable Life Insur 
ance Co, of Iowa, Canada Life Assurance Co., Ohio State Life Insurance Co., 
l’ranklin Life Insurance Co., Philadelphia Savings Fund Society, Williamsburgh 
Savings Bank of Brooklyn and Albany Savings Bank, as well as many others. 
\n inquiry to any of these institutions will disclose that they are extremely 
vell pleased with both the quality of the loans and the manner in which they 
are serviced. 

We realize that there is a shortage of money available for mortgage invest- 
ment but, since we are in a pcsition to offer you FHA loans on a basis which ' 
provides a very attractive yield, we wish to make the following proposal: 
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We have approximately $3 million worth of FHA-insured loans, all ready for 
immediate delivery, located in the States of Indiana, Michigan, Ohio, and Illionis. 
We offer any portion which you desire at a price of 9744, with one-half of 1 
percent servicing. These are 25-year, 414-percent loans and, based on the yield 
tables published by the Financial Publishing Co., of Boston, this price will pro- 
duce a yield of 4.10, estimating the life of the loan as 10 vears. In addition, with 
each loan we will furnish a title policy and a foreclosure bond, written by the 
Indiana Bonding & Surety Co., of Indianapolis, which pays any foreclosure costs 
for a period of 5 years. 

We also have available a large volume of FHA loans at the new 4%%4-percent 
rate. These will be ready for delivery after approximately 90 days. We offer 
these loans at par with one-half of 1 percent servicing and also with the fore 
closure bond. 

We feel that these loans will provide you with a very satisfactory investment 
and, if you are interested in this proposal, we will submit loan offerings for your 
approval and furnish any other information which you wish. 

Very truly yours, 
° FRANK P. FLYNN, Jr., 
Precutive Vice President. 


JoHN HANcocK MUTUAL LIFE INSURANCE Co., 
Boston, Mass., May 21, 1953. 
Mr. FRANK P. FLYNN, Jr., 
Executive Vice President, National Homes Acceptance Corp., 
Lafayette, Ind. 

DEAR Mr. FLYNN: Your letter of may 16, addressed to our president, Mr. Paul 
F. Clark, has been referred to this department for reply. 

The shortage of money available for mortgage investments, of which your 
letter speaks, is being felt by us to the extent that we will not be in a position 
for an indefinite period to give consideration to offers for the acquisition of 
mortgage loans other than those that will come to us from our correspondents in 
established lending fields. The net yields of the loans you have mentioned that 
can be obtained at a discount would not compare favorably with those available 
to us currently from loans on the conventional plan. 

Yours very truly, 
J. H. Macer, Vice President. 


May 16, 1953. 
Mr. PAUL F. CLARK, 
President, John Hancock Mutual Life Insurance Co., 
Boston, Mass. 

DEAR Mr. CLARK: We are at present servicing approximately $70 million in 
FHA and VA loans for a number of investors, including Equitable Life Insur- 
ance Co. of Iowa, Canada Life Assurance Co., Ohio State Life Insurance Co., 
Franklin Life Insurance Co., Philadelphia Savings Fund Society, Williamsburgh 
Savings Bank of Brooklyn, and Albany Savings Bank, as well as many others. 
An inquiry to any of these institutions will disclose that they are extremely well 
pleased with both the quality of the loans and the maner in which they are 
serviced. 

We realize that there is a shortage of money available for mortgage invest- 
ment but, since we are in a position to offer you FHA loans on a basis which 
provides a very attractive yield, we wish to make the following proposal: 

We have approximately $3 million worth of FHA-insured loans, all ready for 
immediate delivery, located in the States of Indiana, Michigan, Ohio, and Tlli- 
nois. We offer any portion which you desire at a price of 9714, with one-half of 
1 percent servicing. These are 25-year, 4144-percent loans and, based on the yield 
tables published by the Financial Publishing Co. of Boston, this price will pro 
duce a yield of 4.10, estimating the life of the loan as 10 years. In addition, with 
each loan we will furnish a title policy and a foreclosure bond, written by thé 
Indiana Bonding & Surety Co. of Indianapolis, which pays any foreclosure costs 
for a period of 5 years. 

We also have available a large volume of FHA loans at the new 4'%-percent 
rate. These will be ready for delivery after approximately 90 days. We offer 
these loans at par with one-half of 1 percent servicing and also with the fore- 
closure bond. 
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We feel that these loans will provide you with a very satisfactory investment 
and, if you are interested in this proposal, we will submit loan offerings for your 
aproval and furnish any other information which you with. 

Very truly yours, 
FRANK P. FLYNN, Jr., 
Executive Vice President. 


RoyaLt NEIGHBORS OF AMERICA, 
Rock Island, Ill., May 22, 1953. 
Mr. FRANK P. FLYNN, Jr. 
Executive Vice President, National Homes Acceptance Corp., 
Lafayette, Ind. 

Dear Mr. FLYNN: Your letter of May 20 addressed to Mrs. Frances L. Torkel- 
son, our Supreme Oracle, has been referred to this department for reply, and I 
have to advise you that at the present time we are not making block purchases 
of either FHA or VA loans. The condition of the bond market is such that we 
are utilizing most of our funds for investments of that type and buying mort- 
gages only from our long-established correspondents. 

We do thank you for writing us, and should we change our position in this 
respect at any time soon we shall be pleased to contact you. 

Cordially yours, 
Louis F. TURNER, 
Investment Department. 


May 20, 1953. 
Mrs. Frances L. TORKELSON, 
Supreme Oracle, Royal Neighbors of America, 
Rock Island, Ill. 

DEAR Mrs. ToRKELSON: We are at present servicing approximately $70 million 
in FHA and VA loans for a number of investors, including Equitable Life Insur- 
ance Co. of Iowa, Canada Life Assurance Co., Ohio State Life Insurance Co., 
Franklin Life Insurance Co., Philadelphia Savings Fund Society, Williamsburgh 
Savings Bank of Brooklyn, and Albany Savings Bank, as well as many others. 
An inquiry to any of these institutions will disclose that they are extremely well 
pleased with both the quality of the loans and the manner in which they are 
serviced. 

We realize that there is a shortage of money available for mortgage invest- 
ment, but since we are in a position to offer you FHA loans on a basis which 
provides a very attractive yield we wish to make the following proposal : 

We have approximately $3 million worth of FHA-insured loans, all ready for 
immediate delivery, located in the States of Indiana, Michigan, Ohio, and Illinois. 
We offer any portion which you desire at a price of 9714, with one-half of 1 per- 
cent servicing. These are 25-year, 414-percent loans, and, based on the yield 
tables published by the Financial Publishing Co. of Boston, this price will pro- 
duce a yield of 4.10, estimating the life of the loan as 10 years. In addition, with 
each loan we will furnish a title policy and a foreclosure bond, written by the 
Indiana Bonding & Surety Co., of Indianapolis, which pays any foreclosure costs 
for a period of 5 years. 

We also have available a large volume of FHA loans at the new 4%-percent 
rate. These will be ready for delivery after approximately 90 days. We offer 
these loans at par with one-half of 1 percent servicing and also with the fore- 
closure bond. 

We feel that these loans will provide you with a very satisfactory investment, 
and if you are interested in this proposal we will submit loan offerings for your 
approval and furnish any other information which you wish. 

Very truly yours, 
FRANK F. FLynn, Jr., 
Precutive Vice President. 
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THe WESTERN & SOUTHERN LIFE INSURANCE Co., 
Cincinnati, Ohio, May 22, 1953. 
FRANK P. FLYNN, Jr., 
Executive Vice President, National Homes Acceptance Corp., 
Lafayette, Ind. 

Dear Mr. FLYNN: Our president, Mr. Charles M. Williams, has referred your 
letter of May 20 to me. 

We appreciate your offer to supply us with loans from Indiana, Michigan, Ohio, 
and Illinois ; however, we have correspondents in all these States who are keeping 
us well supplied with loans, and at this time we are not in need of the services 
of another correspondent. 

Thank you for writing us. 

Very truly yours, 
R. G. STENGER. 


May 20, 1953. 
Mr. C. M. WILLIAMS, 
President, the Western & Southern Life Insurance Co., 
Cincinnati, Ohio. 

Dear Mr. WILLIAMS: We are at present servicing approximately $70 million 
in FHA and VA loans for a number of investors, including Equitable Life Insur- 
ance Co. of Iowa, Canada Life Assurance Co., Ohio State Life Insurance Co., 
Franklin Life Insurance Co., Philadelphia Savings Fund Society, Williamsburgh 
Savings Bank of Brooklyn, and Albany Savings Bank, as well as many others. 
An inquiry to any of these institutions will disclose that they are extremely well 
leased with both the quality of the loans and the manner in which they are 
serviced. 

We realize that there is a shortage of money available for mortgage invest- 
ment, but since we are in a position to offer you FHA loans on a basis which 
provides a very attractive yield, we wish to make the following proposal: 

We have approximately $3 million worth of FHA-insured loans all ready for 
immediate delivery located in the States of Indiana, Michigan, Ohio, and Illinois. 
We offer any portion which you desire at a price of 9714, with one-half of 1 percent 
servicing. These are 25-year 4%4-percent loans, and based on the yield tables 
published by the Financial Publishing Co., of Boston, this price will produce a 
vield of 4.10, estimating the life of the loan as 10 years. In addition, with each 
loan we will furnish a title policy and a foreclosure bond, written by the Indiana 
Bonding & Surety Co., of Indianapolis, which pays any foreclosure costs for a 
period of 5 years. 

We also have available a large volume of FHA loans at the new 414-percent 
rate. These will be ready for delivery after approximately 90 days. We offer 
these loans at par with one-half of 1 percent servicing and also with the fore- 
closure bond. 

We feel that these loans will provide you with a very satisfactory investment, 
and if you are interested in this proposal, we will submit loan offerings for your 
approval and furnish any other information which you wish. 

Very truly yours, 
FRANK P. FLywy, Jr., 
Brecutive Vice President. 


WASHINGTON NATIONAL INSURANCE Co., 


Evanston, Ill., May 21, 1953. 
Mr. FRANK P. FLYNN, Jr., 


Executive Vice President, 
National Homes Acceptance Corp., 
Lafayette, Ind. 

Dear Mr. FLYNN: Replying to your letter of the 20th. 

At the present time we are receiving from our established sources a sufficient 
volume of mortgage loan offerings to satisfy our requirement for this type of 
investment and are now expanding our mortgage loaning facilities. 

Thank you for your inquiry. 

Yours very truly, 
T. J. GRIFFIN, 
Vice President and Treasurer. 


384951—53——16 
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May 20, 1953. 


Mr. JAMes F. RAMEY, 
Chairman of Finance Committee, 
Washington National Insurance Co., 
Evanston, Ill. 

Dear Mr. Ramey: We are at present servicing approximately $70 million in 
FHA and VA loans for a numbers of investors, including Equitable Life Insur- 
ance Co. of Iowa, Canada Life Assurance Co., Ohio State Life Insurance Co., 
Franklin Life Insurance Co., Philadephia Savings Fund Society, Williamsburgh 
Savings Bank of Brooklyn, and Albany Savings Bank, as well as many others. 
(n inquiry to any of these institutions will disclose that they are extremely well 
pleased with both the quality of the loans and the manner in which they are 
serviced 

We realize that there is a shortage of money available for mortgage invest- 
ment but, since we are in a position to offer you FHA loans on a basis which 
provides a very attractive yield. we wish to make the following proposal: 

We have approximately $3 million worth of FHA-insured loans, all ready for 
immediate delivery, located in the States of Indiana, Michigan, Ohio, and Illi- 
nois. We offer any portion which you desire at a price of 97%. with one-half 
of 1 percent servicing. These are 25-year, 4144 percent loans and, based on the 
vield tables published by the Financial Publishing Co. of Boston, this price will 
produce a vield of 4.10. estimating the life of the loan as 10 vears. In addition, 
with each loan we will furnish a title policy and a foreclosure bond, written by 
the Indiana Bonding & Surety Co. of Indianapolis, which pays any foreclosure 
costs for a period of 5 years. 

We also have available a large volume of FHA loans at the new 4% percent 
rate. These will be ready for delivery after approximately 90 days. We offer 
these loans at par with one-half of 1 percent servicing and also with the fore- 
closure bond 

We feel that these loans will provide you with a very satisfactory investment 
and, if you are interested in this proposal, we will submit loan offerings for 
vour approval and furnish any other information which you wish. 

Very truly yours, 
FRANK P. FLYNN, Jr., 
Executive Vice President. 


THE TRAVELERS INSURANCE Co., 
Hartford 15, Conn., June 1, 1958. 
Mr. Frank P. FLYNN, JR., 
Erecutive Vice President, 
National Homes Acceptance Corp., 
Lafayette, Ind. 

Dear Mr. FLrynn: This company would not be interested in the FHA loans 
which you outlined in your letter of May 19. We are not accepting applications 
for loans except through our regular outlets and are not contemplating any ex- 
pansion of our territory at this time. 

We thank you for your inquiry. 

Very truly yours, 
R. C. Wi_kins, Secretary. 


May 19, 1953. 
Mr. Jesse W. RANDALL, 
President, the Travelers Insurance Co.., 
700 Main Street, Hartford, Conn. 

Dear Mr. RanpAtt: We are at present servicing approximately $70 million in 
FHA and VA loans for a number of investors, including Equitable Life Insurance 
Co. of Iowa, Canada Life Assurance Co., Ohio State Life Insurance Co., Franklin 
Life Insurance Co., Philadelphia Savings Fund Society, Williamsburgh Savings 
Bank of Brooklyn, and Albany Savings Bank, as well as many others. An in- 
quiry to any of these institutions will disclose that they are extremely well 
cr as both the quality of the loans and the manner in which they are 
serviced, 
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We realize that there is a shortage of money available for mortgage investment 
but, since we are in a position to offer you FHA loans on a basis which provides a 
very attractive yield, we wish to make the following proposal: 

We have approximately $3 million worth of FHA-insured loans, all ready for 
immediate delivery, located in the States of Indiana, Michigan, Ohio, and 
Illinois. We offer any portion which you desire at a price of 9714, with one-half 
of 1 percent servicing. These are 25-year, 444 percent loans and, based on the 
yield tables published by the Financial Publishing Co. of Boston, this price will 
produce a yield of 4.10, estimating the life of the loan as 10 years. In addition, 
with each loan we will furnish a title policy and a foreclosure bond, written by 
the Indiana Bonding & Surety Co. of Indianapolis, which pays any foreclosure 
costs for a period of 5 years. 

We also have available a large volume of FHA loans at the new 414 percent 
rate. These will be ready for delivery after approximately 90 days. We offer 
these loans at par with one-half of 1 percent servicing and also with the fore- 
closure bond. 

We feel that these loans will provide you with a very satisfactory investment 
and, if you are interested in this proposal, we will submit loan offerings for your 
approval and furnish any other information which you wish. 

Very truly yours, 
FRANK P. Fiynn, Jr., 
Erecutive Vice President. 


THE LINCOLN NATIONAL LIFE INSURANCE Co., 
Fort Wayne, Ind., May 27, 19538. 
Mr. FRANK P. FLYNN, Jr., 
hrecutive Vice President, National Homes Acceptance Corp., 
Lafayette, Ind. 

DeAR Mr. FLYNN: Your letter of May 19 addressed to Mr. Menge at the Reliance 
Life Insurance Co. has been referred to our office for attention. The Lincoln 
purchased the Reliance Life last year, and the two companies have since been 
merged. 

As you know, we are familiar with your house and have done some financing 
for Ralph Shirmeyer here in Fort Wayne. 

We would not at this time be interested in purchasing any block of FHA or 
VA loans, since our active correspondents are offering us a sufficient volume of 
loans to meet our investment needs. We appreciate your offering us the loans 
and are sorry we cannot be helpful. 

Very truly yours, 
Haroip L. Boreck, 
(ssistant Manager. 


May 19, 1953. 
Mr. WALTER O. MENGE, 
President, Reliance Life Insurance Co. of Pittsburgh, 
Pittsburgh, Pa. 

DeAR MR. MENGE: We are at present servicing approximately $70 million in 
FHA and VA loans for a number of investors, including Equitable Life Insurance 
Co. of Iowa, Canada Life Assurance Co., Ohio State Life Insurance Co., Franklin 
Life Insurance Co., Philadelphia Savings Fund Society, Williamsburgh Savings 
Bank of Brooklyn, and Albany Savings Bank, as well as many others. An inquiry 
to any of these institutions will disclose that they are extremely well pleased 
with both the quality of the loans and the manner in which they are serviced. 

We realize that there is a shortage of money available for mortgage investment, 
but, since we are in a position to offer you FHA loans on a basis which provides 
a very attractive yield, we wish to make the following proposal: 

We have approximately $3 million worth of FHA-insured loans, all ready for 
immediate delivery, located in the States of Indiana, Michigan, Ohio, and Illinois 
We offer any portion which you desire at a price of 97%, with one-half of 1 per 
cent servicing. These are 25-year, 4%4-percent loans and, based on the yield 
tables published by the Financial Publishing Co., of Boston, this price will pro- 
duce a yield of 4.10, estimating the life of the loan as 10 years. In addition, 
with each loan we will furnish a title policy and a foreclosure bond, written by 
the Indiana Bonding & Surety Co., of Indianapolis, which pays any foreclosure 
costs for a period of 5 years. 
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We also have available a large volume of FHA loans at the new 414-percent 
rate. These will be ready for delivery after approximately 90 days. We offer 
these loans at par with one-half of 1 percent servicing and also with the fore- 
closure bond 

We feel that these loans will provide you with a very satisfactory investment, 
and, if you are interested in this proposal, we will submit loan offerings for your 
approval and furnish any other information which you wish. 

Very truly yours, 
FRANK P. Fiynn, Jr., 
Executive Vice President. 


PHOENIX MuTUAL Lire INSURANCE Co., 
Hartford 15, Conn., May 21, 1958. 


NATIONAL HOMES ACCEPTANCE CORP., 
Lafayette, Ind. 
(Attention Mr. Frank P. Flynn, executive vice president. ) 

GENTLEMEN: Your letter of May 18 addressed to President Holland has been 
referred to me for reply. 

While we very much appreciate the opportunity which you have offered us, 
under present conditions we are just not in a position to absorb additional offer- 
ings which come in through sources outside of our established field organizations. 

Yours very truly, 
Lynpes B. Stone, Second Vice President. 


May 18, 1953. 


Mr. BENJAMIN L. HOLLAND, 
President, Phoenia Mutual Life Insurance Co., 
Hartford, Conn. 

DEAR Mr. HoLLaAnpD: We are at present servicing approximately $70 million 

in FHA and VA loans for a number of investors, including Equitable Life In- 
surance Co. of Iowa, Canada Life Assurance Co., Ohio State Life Insurance Co., 
Franklin Life Insurance Co., Philadelphia Savings Fund Society, Williamsburgh 
Savings Bank of Brooklyn, and Albany Savings Bank, as well as many others. 
An inquiry to any of these institutions will disclose that they are extremely well 
pleased with both the quality of the loans and the manner in which they are 
serviced. 

We realize that there is a shortage of money available for mortgage invest- 
ment but, since we are in a position to offer you FHA loans on a basis which 
provides a very attractive yield, we wish to make the following proposal : 

We have approximately $3 million worth of FHA-insured loans, all ready for 
immediate delivery, located in the States of Indiana, Michigan, Ohio, and Illi- 
nois. We offer any portion which you desire at a price of 97%, with one-half 
of 1 percent servicing. These are 25-year, 4144-percent loans and, based on the 
yield tables published by the Financial Publishing Co. of Boston, this price will 
produce a yield of 4.10, estimating the life of the loan as 10 years. In addition, 
with each loan we will furnish a title policy and a foreclosure bond, written ® 
by the Indiana Bonding & Surety Co. of Indianapolis, which pays any fore- 
closure costs for a period of 5 years. 

We also have available a large volume of FHA loans at the new 4% percent 
rate. These will be ready for delivery after approximately 90 days. We offer 
these loans at par with one-half of 1 percent servicing and also with the fore- 
closure bond. 

We feel that these loans will provide you with a very satisfactory investment 
and, if you are interested in this proposal, we will submit loan offerings for 
your approval and furnish any other information which you wish. 

Very truly yours, 
FRANK P. Fiynn, Jr., 
Beecutive Vice President. 


Bho 
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AOACIA MuTUAL LIFE INSURANCE CO., 
Washington 1, D. C., May 21, 1953. 
Mr. FRANK P. FLYNN, Jr., 
Kaxecutive Vice President, 
National Homes Acceptance Corp., Lafayette, Ind. 

DeAR Mr. FLYNN: In the absence of President Montgomery, your letter of May 
16 has been referred to me for reply. I regret to advise that we will not be in a 
position to purchase any of the FHA 414’s which you are now offering or the new 
FHA 4144's which you expect to have available for delivery within the next 90 
days. All of our funds available for mortgages for the year 1953 have already 
been allocated to our regular loan correspondents and we do not plan to acquire 
loans from other sources. 

We appreciate your inquiry and regret we cannot be of service. 

e Very truly yours, 
D. F. Roperts, Vice President. 


May 16, 1953. 
Mr. WILLIAM MONTGOMERY, 
President, Acacia Mutual Life Insurance Co., 
Washington, D.C. 

Drank Mr. MONTGOMERY: We are at present servicing approximately $70 mil- 
lion in FHA and VA loans for a number of investors, including Equitable Life 
Insurance Co., of Iowa, Canada Life Assurance Co., Ohio State Life Insurance 
Co., Franklin Life Insurance Co., Philadelphia Savings Fund Society, Williams- 
burgh Savings Bank of Brooklyn, and Albany Savings Bank, as well as many 
others. An inquiry to any of these institutions will disclose that they are ex 
tremely well pleased with both the quality of the loans and the manner in which 
they are serviced. 

We rexlize that there is a shortage of money available for mortgage invest 
ment but, since we are in a position to offer you FHA loans on a basis which 
provides a very attractive yield, we wish to make the following proposal] 

We have approximately $3 million worth of FHA-insured loans, all ready for 
immediate delivery, located in the States of Indiana, Michigan, Ohio, and Illi 
nois. We offer any portion which you desire at a price of 974%, with one-half of 
1 percent servicing. These are 25-year, 444 percent loans and, based on the 
yield taMes published by the Financial Publishing Co., of Boston, this price will 
produce a yield of 4.10, estimating the life of the loan as 10 years In addition, 
with each loan we will furnish a title policy and a foreclosure bond, written by 
the lidiana Bonding & Surety Co. of Indianapolis, which pays any foreclosure 
costs tor a period of 5 years. 

We also have available a large volume of FHA loans at the new 4% percent 
rate. These will be ready for delivery after approximately 90 days. We offer 
these louns at par with one-half of 1 percent servicing and also with the fore 
elosure bond. 

We feel that these loans will provide you with a very satisfactory investment 
and, if you are interested in this proposal, we will submit loan offerings for your 
approval and furnish any other information which you wish. 

Very truly yours, 
FRANK P. FLYNN, Jr., 
Evecutive Vice President. 


® BankKers Lire Co., 
Des Moines, Iowa, May 21, 1953. 
Mr. Frank P. Fiynn, Jr., 
Erecutive Vice President, National Homes Acceptance Corp., 
Lafayette, Ind. 

Dear Frank: Mr. Patrick has referred to me your letter of May 16 in which 
you inquire about our interest in the FHA 4% percent loans which you have 
available and others at the new 414 percent rate which you expect to develop. 

I am sorry I cannot encourage you that we could be interested in any of these 
loans as we are getting an adequate volume from our established correspondent 
connections. In fact our volume has been running a little on the heavy side 
recently. 

Thanks very much for writing us about these offerings. 

Very truly yours, 
H. E. Hanprorp, 


Manager, City Loans. 
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May 16, 1953. 
Mr. R. B. Patrick, 
Financial Vice President, Bankers Life Co., 
Des Moines, Iowa. 

Drar Mr. Parrick: We are at present servicing approximately $70 million 
in FHA and VA loans for a number of investors, including Equitable Life In- 
surance Co., of lowa, Canada Life Assurance Co., Ohio State Life Insurance Co., 
Franklin Life Insurance Co., Philadelphia Savings Fund Society, Williamsburgh 
Savings Bank of Brooklyn, and Albany Savings Bank, as well as many others. 
An inquiry to any of these institutions will disclose that they are extremely well 
pleased with both the quality of the loans and the manner in which they are 
serviced. 

We realize that there is a shortage of money available for mortgage invest- 
ment but, since we are in a position to offer you FHA loans on a basis which 
provides a very attractive yield, we wish to make the following proposal : 

We have approximately $8 million worth of FHA-insured loans, all ready for 
immediate delivery, located in the States of Indiana, Michigan, Ohio, and 
lilinois. We offer any portion which you desire at a price of 974, with one-half 
of 1 percent servicing. These are 25-year, 44%, percent loans and, based on the 
yield tables published by the Financial Publishing Co. of Boston, this price will 
produce a yield of 4.10, estimating the life of the loan as 10 years. In addition, 
with each loan we will furnish a title policy and a foreclosure bond, written 
by the Indiana Bonding & Surety Co., of Indianapolis, which pays any foreclosure 
costs for a period of 5 years. 

We also have available a large volume of FHA loans at the new 414 percent 
rate. These will be ready for delivery after approximately 90 days. We offer 
these loans at par with one-half of 1 percent servicing and also with the fore- 
closure bond. 

We feel that these loans will provide you with a very satisfactory investment 
and, if you are interested in this proposal, we will submit loan offerings for 
your approval and furnish any other information which you wish. 

Very truly yours, 
FRANK P. F.ynn, Jr., 
Executive Vice President. 


—_—_—_—\—— 


BERKSHIRE Lire INSURANCE Co., 
Pittsfield, Mass., May 21, 1958. 
Mr. Frank P. Fiynn, Jr., 
Eaecutive Vice President, National Homes Acceptance Corp., 
Lafayette, Ind. 

DEAR MR. FLYNN: Your letter of May 16 addressed to Mr. Harrison L. Amber, 
president of our company, has been referred to me for answer. 

The size of our mortgage portfolio and its ratio to total admitted assets has 
made it advisable for us to operate on a restricted quota basis with our present 
mortgage loan correspondents for the past few years and we are sorry but we 
do not have available funds to enlarge our mortgage representation. 

Very truly yours, 
FRANK J. OWEN, Jr., 
Assistant Vice President. 


May 16, 1953. 
Mr. Harrison L. AMER, e 
President, Berkshire Life Insurance Co., Pittsfield, Mass. 

Dear Mr. AMER: We are at present servicing approximately $70 million in 
FHA and VA loans for a number of investors, including Equitable Life Insurance 
Co. of Iowa, Canada Life Assurance Co., Ohio State Life Insurance Co., Franklin 
Life Insurance Co., Philadelphia Savings Fund Society, Williamsburgh Savings 
Bank of Brooklyn, and Albany Savings Bank, as well as many others. An in- 
yuiry to any of these institutions will disclose that they are extremely well pleased 
with both the quality of the loans and the manner in which they are serviced. 

We realize that there is a shortage of money available for mortgage invest- 
ment but, since we are in a position to offer you FHA loans on a basis which 
provides a very attractive yield, we wish to make the following proposal: 

We have approximately $3 million worth of FHA-insured loans, all ready for 
immediate delivery, located in the States of Indiana, Michigan, Ohio, and Tllinois. 


BS 
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We offer any portion which you desire at a price of 9714, with one-half of 1 per 
cent servicing. These are 25-year, 444-percent loans and, based on the yield tables 
published by the Financial Publishing Co. of Boston, this price will produce a 
yield of 4.10, estimating the life of the loan as 10 years. In addition, with each 
loan we will furnish a title policy and a foreclosure bond, written by the Indiana 
Bonding & Surety Co. of Indianapolis, which pays any foreclosure costs for a 
period of 5 years. 

We also have available a large volume of FHA loans at the new 414-percent 
rate. These will be ready for delivery after approximately 90 days. We offer 
these loans at par with one-half of 1 percent servicing and also with the foreclo- 
sure bond. 

We feel that these loans will provide you with a very satisfactory investment 
and, if you are interested in this proposal, we will submit loan offerings for 
your approval and furnish any other information which you wish. 

Very truly yours, 
FRANK P. FLYNN, Jr. 
Evecutive Vice President 


CONTINENTAL ASSURANCE Co., 
Chicago, Ill., May 25, 1958. 
Mr. FRANK P. FLYNN, Jr., 
Lrecutive Vice President, National Homes Acceptance Corp., 
Lafayette, Ind. 

Dear Mr. FLYNN: Your letter of May 20 addressed to Mr. Roy Tuchbreiter 
has been referred to me. 

At the present time cur FHA requirements can be filled and met by our exist- 
ing correspondents. For that reason we would not be interested in the 414-percent 
loans mentioned in your letter, nor the 444’s on the basis of par with a half 
servicing. 

Yours very truly, 
S. Van BerscHor, 
Assistant Treasurer. 


May 20, 1953. 
Mr. Roy TUCHBREITER, 
President, Continental Assurance Co., 
Chicago, Ill 

DEAR Mr. TUCHBREITER: We are at present servicing approximately $70 million 
in FHA and VA loans for a number of investors, including Equitable Life In- 
surance Co. of lowa, Canada Life Assurance Co., Ohio State Life Insurance Co., 
Franklin Life Insurance Co., Philadelphia Savings Fund Society, Williamsburgh 
Savings Bank of Brooklyn, and Albany Savings Bank, as well as many others. 
An inquiry to any of these institutions will disclose that they are extremely 
well pleased with both the quality of the loans and the manner in which they are 
serviced, 

We realize that there is a shortage of money available for mortgage invest- 
ment but, since we are in a position to offer you FHA loans on a basis which 
provides a very attractive yield, we wish to make the following proposal : 

We have approximately $1 million worth of FHA-insured loans, all ready for 
immediate delivery, located in the States of Indiana, Michigan, Ohio, and Illinois. 
We offer any portion which you desire at a price of 9714, with one-half of 1 
percent servicing. These are 25-year, 414-percent loans and, based on the yield 
tables published by the Financial Publishing Co. of Boston, this price will pro- 
Cuce a yield of 4.10, estimating the life of the loan as 10 years. In addition, 
with each loan we will furnish a title policy and a foreclosure bond, written by 
the Indiana Bonding & Surety Co., of Indianapolis, which pays any foreclosure 
costs for a period of 5 years. 

We also have available a large volume of FHA loans at the new 414-percent 
rate. These will be ready for delivery after approximately 90 days. We offer 
these loans at par with one-half of 1 percent servicing and also with the fore- 
closure bond. 

We feel that these loans will provide you with a very satisfactory investment 
and, if you are interested in this proposal, we will submit loan offerings for your 
approval and furnish you any other information which you wish. 

Very truly yours, 
FRANK P. FLYNN, Jr., 
Erecutive Vice President. 
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NORTHWESTERN NATIONAL LIFE INSURANCE CO., 
Minneapolis, Minn., May 22, 1953. 
Mr. FRANK P. FLYNN, Jr., 
Brecutive Vice President, National Homes Acceptance Corp.., 
LaFayette, Ind. 

Dear FRANK: Replying to your letter of May 18, 1953, which came during my 
absence from the office, please be advised that we are inactive in the mortgage 
loan market at this time and are not likely to reenter it for another 60 days. 
tually we are not in a position to take on additional loan correspondents in 
view of the fact that funds for mortgage loan investments are being allocated 
i we are not ina position to satisfy the demands of our existing correspondents. 
We shall, however, be glad to keep you in mind should be situation change later. 

Cordially yours, 
REUBEN A. Scorr, 
Manager, Mortgage Loan Department. 


May 18, 1953. 
Mr. REvuBEN A. SCOTT, 
Vanager, Mortagage Loan Department, 
Northwestern National Life Ins. Co., Minneapolis, Minn. 

Dear Rupe: We are at present servicing approximately $70 million in FHA 
and VA loans for a number of investors, including Equitable Life Insurance Co. 
of Iowa, Canada Life Assurance Co., Ohio State Life Insurance Co., Franklin 
Life Insurance Co., Philadelphia Savings Fund Society, Williamsburgh Savings 
Bank of Brooklyn, and Albany Savings Bank, as well as many others. An inquiry 
to any of these institutions will disclose that they are extremely well pleased with 
both the quality of the loans and the manner in which they are serviced. 

We realize that there is a shortage of money available for mortgage investment 
but, since we are in a position to offer you FHA loans on a basis which provides a 
very attractive yield, we wish to make the following proposal : 

We have approximately $3 million worth of FHA-insured loans, all ready for 
immediate delivery, located in the States of Indiana, Michigan, Ohio, and Illinois. 
We offer any portion which you desire at a price of 9714, with one-half of 1 percent 
servicing. These are 25-year, 4144 percent loans and, based on the yield tables 
published by the Financial Publishing Co. of Boston, this price will produce a 
vield of 4.10, estimating the life of the loan as 10 years. In addition, with each 
loan we will furnish a title policy and a foreclosure bond, written by the Indiana 
Bonding & Surety Co. of Indianapolis, which pays any foreclosure costs for a 
period of 5 years. 

We also have available a large volume of FHA loans at the new 4% percent 
rate, These will be ready for delivery after approximately 90 days. We offer 
these loans at par with one-half of 1 percent servicing and also with the fore- 
closure bond 

We feel that these loans will provide you with a very satisfactory investment 
and, if you are interested in this proposal, we will submit loan offerings for your 
approval and furnish any other information which you wish. 

Very truly yours, 
FRANK P. FLYNN, IJr., 
Pereciutive Vice President. 


THe NATIONAL LIFE AND ACCIDENT INSURANCE Co., 
Nashville 3, Tenn, May 25, 1958. 
Mr. FrANK P. FLyNN, Jr., 
E.vrecutive Vice President, National Homes Acceptance Corp., 
Lafayette, Ind. 
Dear Mr. Frynn: We have your letter of May 16, offering for our purchase 
FHA loans secured by properties located in Indiana, Michigan, Ohio, and [linois. 
At the present time we are rather fully invested and are only buying loans 
from our old-established loan correspondents. We therefore are not in a position 
to give consideration to your offering. 
Very truly yours, 
W. C. WEAVER, Jr., Vice President. 
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May 16, 1953 
Mr. E. W. Cralia, 
President, National Life and Accident Insurance Co., 
Nashville, Tenn. 

Dear Mr. Craig: We are at present servicing approximately $70 million in 
FHA and VA loans for a number of investors, including Equitable Life Insur- 
ance Co., of lowa, Canada Life Assurance Co., Ohio State Life Insurance Co., 
Franklin Life Insurance Co., Philadelphia Savings Fund Society, Williamsburgh 
Savings Bank of Brooklyn, and Albany Savings Bank, as well as many others 
An inquiry to any of these institutions will disclose that they are extremely 
well pleased with both the quality of the loans and the manner in which they 
are serviced. 
ortgage invest 
ment but, since we are in a position to offer you FHA loans on a basis which 
provides a very attractive yield, we wish to make the following proposal: 

We have approximately $8 million worth of FHA-insured loans, all ready for 
immediate delivery, located in the States of Indiana, Michigan, Ohio, and 
Illinois. We offer any portion which you desire at a price of 9744, with one 
half of 1 percent servicing. These are 25-year, 414-percent loans and, based 
on the yield tables published by the Financial Publishing Co., of Boston, this 
price will produce a yield of 4.10, estimating the life of the loan as 10 years 
In addition, with each loan wew ill furnish a title policy and a foreclosure 
bond, written by the Indiana Bonding & Surety Co., of Indianapolis, which pays 
any foreclosure costs for a period of 5 years. 

We also have available a large volume of FHA loans at the new 4'%4-percent 
rate. These will be ready for delivery after approximately 90 days. We of 


We realize that there is a shortage of money available for 


these loans at par with one-half of 1 percent servi and also with the f 


closure bond. 
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We feel that these loans will provide you with a very satisfactory investment 
and, if you are interested in this proposal, we will submit loan offerings for 
your approval and furnish any other information which you wish. 

Very truly yours, 
Frank P. FLyYNnn, Jr., 
Precutive Vice President. 


KANSAS CITY LIFE INSURANCE Co., 
Kansas City, Mo., May 21, 195 
Mr. FRANK P. FLYNN, JR., 
Executive Vice President, National Homes Acceptance Corp., 
Lafayette, Ind. 

Dear Mr. FLYNN: This is to acknowledge your letter of May 16 addressed to 
Mr. Bixby with respect to your offering of FHA loans 

At the present time we are receiving such a terrific volume of FHA loan ap 
plications from our established correspondents that we are reserving all our 
available funds to take care of their needs in the FHA field. Even so, we are 
taking these loans on a limited scale and on an allotment basis 

In view of this situation we would not be in a position to consider any loans 
from your organization. For your information, however, I might advise you that 
on 4% percent FHA loans we are paying 99 with one-half of 1 percent for servic- 
ing. We feel this price is in line with the market, and the discount is not slowing 
up offerings from our correspondents 

Also, we are restricting the term on all FHA loans to not to exceed 20 years 
and on existing properties we like to have a shorter term than this 

May I assure you we appreciate your interest in writing us and regret under 
the circumstances we cannot be of assistance to you at this time. 

Very truly yours, 
Henry H. EpMIston, Vice President 


May 16, 19538 
Mr. W. E. Brxpy, 
President, Kansas City Life Insurance, Kansas City, Mo. 
Dear Mr. Brxpy: We are at present servicing approximately $70 million in 
FHA and VA loans for a number of investors, including Equitable Life Insurance 
Co. of Iowa, Canada Life Assurance Co., Ohio State Life Insurance Co., Franklin 
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Life Insurance Co., Philadelphia Savings Fund Society, Williamsburgh Savings 
Bank of Brooklyn and Albany Savings Bank, as well as many others. An inquiry 
to any of these institutions will disclose that they are extremely well pleased 
with both the quality of the loans and the manner in which they are serviced. 

We realize that there is a shortage of money available for mortgage investment 
but, since we are in a position to offer you FHA loans on a basis which provides a 
very attractive yield, we wish to make the following proposal : 

We have approximately $3 million worth of FHA-insured loans, all ready for 
immediate delivery, located in the States of Indiana, Michigan, Ohio, and Illinois. 
We offer any portion which you desire at a price of 9714, with one-half of 1 per- 
cent servicing. These are 25-year, 4% percent loans and, based on the yield 
tables published by the Financial Publishing Co. of Boston, this price will pro- 
duce a yield of 4.10, estimating the life of the lean as 10 years. In addition, 
with each loan we will furnish a title policy and a foreclosure bond, written by 
the Indiana Bonding & Surety Co. of Indianapolis, which pays any foreclosure 
costs for a period of 5 years. 

We also have available a large volume of FHA loans at the new 414 percent 
rate. These will be ready for delivery after approximately 90 days. We 
offer these loans at par with one-half of 1 percent servicing and also with the 
foreclosure bond. 

We feel that these loans will provide you with a very satisfactory investment 
and, if you are interested in this proposal, we will submit loan offerings for your 
approval and furnish any other information which you wish. 

Very truly yours, 
FRANK P. FLYNN, Jr., 
Executive Vice President. 


Home Lire INSURANCE Co., 
New York, N. Y., May 20, 1953. 
Mr. FrANK P. Fiynn, Jr., 
Executive Vice President, National Homes Acceptance Corp., 
Lafayette, Ind. 

DrarR Mr. FtynN: Your letter of May 16 addressed to Mr. Cameron has been 
referred to me for attention. 

While we have read your letter with interest, I am sorry to write that we 
would not at the present time consider the acquisition of any loans except through 
our recognized correspondent. We are not at this time contemplating any further 
expansion. 

Very truly yours, 
W. T. THOMPSON, 
Superintendent of Mortgages. 


May 16, 1953. 
Mr. WILLIAM J. CAMERON, 
President, Home Life Insurance Co., New York 8, N. Y. 

Dear Mr. CAMERON: We are at present servicing approximately $70 million 
in FHA and VA loans for a number of investors, including Equitable Life In- 
surance Co. of Iowa, Canada Life Assurance Co., Ohio State Life Insurance Co., 
Franklin Life Insurance Co., Philadelphia Savings Fund Society, Williamsburgh 
Savings Bank of Brooklyn, and Albany Savings Bank, as well as many others. 
An inquiry to any of these institutions will disclose that they are extremely well 
pleased with both the quality of the loans and the manner in which they are 
serviced, 

We realize that there is a shortage of money available for mortgage invest- 
ment but, since we are in a position to offer you FHA loans on a basis which 
provides a very attractive yield, we wish to make the following proposal: 

We have approximately $8 million worth of FHA-insured loans, all ready 
for immediate delivery, located in the States of Indiana, Michigan, Ohio, and 
Illinois. We offer any portion which you desire at a price of 9714, with one-half 
of 1 percent servicing. These are 25-year, 44%4-percent loans and, based on the 
yield tables published by the Financial Publishing Co., of Boston, this price will 
produce a yield of 4.10, estimating the life of the loan as 10 years. In addition, 
with each loan we will furnish a title policy and a foreclosure bond, written by 
the Indiana Bonding and Surety Co., of Indianapolis, which pays any foreclosure 
costs for a period of 5 years. 
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We also have available a large volume of FHA loans at the new 4'4-percent 
rate. These will be ready for delivery after approximately 90 days. We offer 
these loans at par with one-half of 1 percent servicing and also with the fore- 
closure bond. 

We feel that these loans will provide you with a very satisfactory investment 
and, if you are interested in this proposal, we will submit loan offerings for your 
approval and furnish any other information which you wish. 

Very truly yours, 
FRANK P. FLYNN, Jr., 
Executive Vice President. 


THE MuTUAL BENEFIT Lire INSURANCE Co., 
Newark, N. J., May 21, 1953. 
Mr. FRANK P. FLYNN, Jr., 
Executive Vice President, National Homes Acceptance Corp., 
Lafayette, Ind. 


DreAR Mr. FLYNN: Your recent letter addressed to Mr. John S. Thompson, our 
former president, has been referred to this office. 

We are presently represented in Indiana by the Meridian Mortgage Co., Inc. of 
Indianapolis. We do not, at this time, contemplate the appointment of addi- 
tional correspondents throughout the country inasmuch as we are restricting our 
present correspondents in mortgage volume. 

We regret, therefore, that we cannot avail ourselves of your facilities. We 
thank you, however, for bringing them to our attention. 

Very truly yours, 
M. A. Vreser, Vice President. 


May 16, 1953 
Mr. JOHN S. THOMPSON, 
President, Mutual Benefit Life Insurance Co., 
Newark, N.J 

DEAR Mk. THOMPSON: We are at present servicing approximately $70 million 
in FHA and VA loans for a number of investors, including Equitable Life Insur- 
ance Co., of Iowa; Canada Life Assurance Co.; Ohio State Life Insurance Co. ; 
Franklin Life Insurance Co.; Philadelphia Savings Fund Society ; Williamsburgh 
Savings Bank, of Brooklyn; and Albany Savings Bank, as well as many others. 
An inquiry to any of these institutions will disclose that they are extremely 
well pleased with both the quality of the loans and the manner in which they are 
serviced. 

We realize that there is a shortage of money available for mortgage invest- 
ment but, since we are in a position to offer you FHA loans on a basis which 
provides a very attractive yield, we wish to make the following proposal: 

We have approximately $8 million worth of FHA-insured loans, all ready for 
immediate delivery, located in the States of Indiana, Michigan, Ohio, and Illinois, 
We offer any portion which you desire at a price of 9714, with one-half of 1 per- 
cent servicing. These are 25-year, 4% percent loans and, based on the yield 
tables published by the Financial Publishing Co., of Boston, this price will pro- 
duce a yield of 4.10, estimating the life of the loan as 10 years. In addition, with 
each loan we will furnish a title policy and a foreclosure bond, written by the 
Indiana Bonding and Surety Co. of Indianapolis, which pays any foreclosure 
costs for a period of 5 years. 

We also have available a large volume of FHA loans at the new 4% percent 
rate. These will be ready for delivery after approximately 90 days. We offer 
these loans at par with one-half of 1 percent servicing and also with the fore- 
closure bond. 

We feel that these loans will provide you with a very satisfactory investment 
and, if you are interested in this proposal, we will submit loan offerings for your 
approval and furnish any other information which you wish. 

Very truly yours, 
FRANK P. FLYNN, Jr., 
Executive Vice President. 
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PAN-AMERICAN LIFE INSURANCE Co., 
New Orleans, La., May 21, 1953. 
Mr. FRANK P. FLYNN, Jr., 
| recutrve Vice Pre side nt, National Home 8 1cce ptance Corp., 
Lafayette, Ind. 


Dear Mr. FLYNN: I wish to thank you for your letter of the 18th instant 
offering us some FHA-insured loans. We are buying the 4%4’s at par and serv- 
ng them ourselves which pays us a little better than your offer. I appreciate 
your writing us anyway. 
Very truly yours, 
CrAaWForD H. Exvwis, President. 


May 18, 1953. 
Mr. Crawvrorp H. Eris, 


sident 


Pan-American Life Insurance Co. 
New Orleans, La. 


Dear Mr. Evtis: We are at present servicing approximately $70 million in 
FHA and VA loans for a number of investors, including Equitable Life Insur- 
ance Co., of Iowa, Canada Life Assurance Co., Ohio State Life Insurance Co., 
Franklin Life Insurance Co., Philadelphia Savings Fund Society, Williamsburgh 
Savings Bank of Brooklyn and Albany Savings Bank, as well as many others. 
\ nquiry to any of these institutions will disclose that they are extremely well 
pleased with both the quality of the loans and the manner in which they are 


We realize that there is a shortage of money available for mortgage invest 
‘ut, since we are in a position to offer you FHA loans on a basis which 

| des a very attractive yield, we wish to make the following proposal: 
We have approximately 83 million worth of FHA-insured loans, all ready for 
liate cde ery, located in the States of Indiana, Michigan, Ohio and Lilinois. 
We offer portion which vou desit ata price of 97, with one-half of 1 per 


servicing. These are 25-year, 44%, percent loans and, based on the yield 
es published by the Financial Publishing Co. of Boston, this price will 
produce a yield of 4.10, estimating the life of the loan as 10 years. In addition, 
th each loan we will furnish a title policy and a foreclosure bond, written by 
the Indiana Bonding and Surety Co., of Indianapolis, which pays any fore- 
closure costs for a pe d of 5 years 
We also have available a large volume of FHA loans at the new 4% percent 
rate. These will be ready for delivery after approximately 90 days. We offer 
these loans at par with one-half of 1 percent servicing and also with the fore- 
closure bond 
We feel that these loans will provide you with a very satisfactory investment 
and, if you are interested in this proposal, we will submit loan offerings for 
your approval and furnish any other information which you wish. 
Very truly yours, 
FRANK P. FLYNN, JR., 
Executive Vice President. 
The Cuamman. Mr. Flynn recommends that we appropriate more 
money for FNMA mortgages. He is placing in the record letters 
from large mortgage buyers who say that they have no interest or 
are unable at the moment to purchase any mortgages. 
Thank you very much. 
Senator SparkMAN. Did you recommend the lowering of the down- 
payments ¢ 
Mr. Fiynn. I think it would be desirable, Senator Sparkman, but 
I do not think it would make a bit of difference. 
Senator SparkMAN. You do not think that would move the market ? 
Mr. Frynn. No; I donot. I may be kind of renegade in my indus- 
try again, but I think that our problem is to provide housing for the 
lower-income and the middle-income group, and I think we should 
take steps to lower costs and provide this housing. The market right 
now is saturated for higher-priced houses, but there has been no 
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scratching of the surface of the demand for the lower-income group of 
people. ; ‘ 

Our company had a story in the Coronet magazine, in the March 
issue, in which it gave a history and comment on the fact that we were 
able to provide houses for $ 3500 down and $50 a month. 

We had over 100,000 letters from people who were interested 
housing on those terms. 

Some of the letters were bitter because they were unable to purchase 
houses. Even our dealers were not doing that. They were concen- 
trating on the higher-priced houses. 

I do not think there would be any market for these loans and, while 
it would perhaps be desirable, I think our main concern today is to 
provide housing for the lower-income groups to combat housing and 
the only way we can combat public housing is to provide housing for 
those people through private initiative. 

Senator SparkMAN. You believe, first, that the low-priced housing 
that you describe is feasible provided it can get the mortgage funds 
that are necessary / 

Mr. Fiynn. I think so. 

One thing—and again I am probably speaking out of place—when 
you see the immense discounts that have to be paid for loans now to 
interest people, you can see right there where some of the builder’s 
money is going. 

Senator SparkMAN. That is all I have, Mr. Chairman. 

The Cuamrman. Thank you. 

Our next witness will be Mr. J. Maxwell Pringle, Pringle-Hurd & 

o., Inc., New York. 


STATEMENT OF J. MAXWELL PRINGLE, NEW YORK, N. Y. 


Mr. Prineie. If I may introduce myself, I will say I am J. Maxwell 
Pringle. I am a mortgage broker and am active in the secondary 
market for VA and FHA loans, and that Iam president of the Pringle- 
Hurd & Co., Inc., of New York. 

Mr. Prinete. I appreciate very much indeed this opportunity to 
present to this committee my views with reference to the present tight 
market for VA guaranteed and FHA insured mortgage loans, and to 
elaborate on certain recommendations which I made in a letter dated 
May 28, addressed to the Honorable Albert M. Cole, in his capacity as 
chairman of the Board of Federal National Mortgage Association. 

The plan proposed in my letter to Mr. Cole would, in my opinion, 
if adopted, go a long way toward stabilizing the market for Govern- 
ment guaranteed and insured mortgages and, at the same time, would 
result in a gradual but orderly liquidation of Federal National Mort- 
gage Association. 

I believe there is general agreement that it is most desirable to 
return to the Treasury at least a portion of its investment in Federal 
National Mortgage Association. 

Members of this committee have been furnished through the mails 
with copies of my letter to Mr. Cole and it might, therefore, be a waste 
of your time now to read this letter to you. 

The Cuarrman. Without objection, we will place the letter in the 
record. 





EEE 
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(The letter referred to follows:) 


PRINGLE-Hurp & Co., INC., 
New York 4, N. Y., May 28, 1953. 
Mr. ALBERT M. Coe, 
Chairman of the Board, Federal National Mortgage Association, 
Washington 25, D. C. 

Dear Mr. Cote: We are writing you this letter in the belief that if the sug- 
gestions contained therein are, to the extent necessary, embodied in legislation by 
the Congress and then implemented by the necessary rules and regulations of 
your association, the result will be a stabilization of the market for VA guar- 
anteed and FHA insured mortgage loans combined with a gradual and orderly 
liquidation of Federal National Mortgage Association. 

In spite of the May 2, 1953, increase in the VA interest rate from 4 percent to 
414 percent, combined with increases of 4% percent on most types of FHA mort- ? 
gages (title IT section 208 rate raised from 4% percent to 414 percent), the na- 
tionwide market for Government insured and guaranteed mortgages continues 
in a demoralized condition with most private long term lenders interested only 
at yields higher than 4 percent net after servicing. 

In other words, builders can secure necessary forward commitments only at - 
discounts and the amount of such discounts, when added to the origination and 
construction loan fees which must be paid, particularly in the present tight 
money market, generally exceed the charges permitted by VA and FHA regu- 
lations 

To make the situation more acute, the VA regulation dated May 18, 1953, pro- 
hibits devices such as warehousing, repurchase agreements, standby commit- 
ments, ete., by means of which builders had previously found it possible to secure 
VA financing by sacrificing a part of their builder’s profit. 

Keeping in mind that lending institutions are investing other people’s money, 
their first duty is not to support or stabilize the mortgage market, but to invest 
the funds in their care to the best possible advantage. With that in mind, we 
believe that the present ills of the Government guaranteed and insured mort- 
gage market are due to the following: 

1. The downward pressure exerted on the market by the large volue of mort 
gages, mostly VA 4's, seeking a permanent home. The new 4'4’s at, or close to, 
par are obviously unattractive when 4 percent closed loans can be purchased in 
volume at 94 to 95, or even lower. 

2. The decision of Federal National Mortgage Association on April 13, 1953, 
to discontinue over-the-counter purchases except with reference to the negli- 
gible amount that can be delivered under purchase receipts. This has greatly 
increased the pressure mentioned in the preceding paragraph. 

3. The threat that overhangs the market in the form of FNMA’s portfolio of 
over $2 billion worth of 4-percent loans. <A directive to you from Congress to 
sell any substantial part of your portfolio at the market will depress the market 
much further unless permission is granted at the same time to partially rein- 
vest in new loans—not at par, except in the case of the new 4'4’s, but at the 
market. 

+. The increase in VA and FHA interest rates should have preceded—or at 
least accompanied—the Government long-term financing at 3144 percent. The 
future course of the money market will determine whether in the long run the 
increase in VA and FHA interest rates was too little but there is slight doubt 
that it came too late to have the desired psychologically good effect on the mort 
gage market. > 

Can the Government guaranteed and insured mortgage market be restored 
to good health without cost to the Government? We believe so and here’s our 
prescription 

The Congress should enact legislation which will direct Federal National 

Mortgage Association to sell and buy mortgages at approximately the market. 
Please note that we said “sell and buy,” not “buy and sell.” To be specific, we 
suggest that FNMA offer for sale its entire portfolio at approximately the follow- 
ing prices and that purchase receipts be issued, agreeing to purchase within 1 
year 8O percent of the amount sold at the same schedule of prices, less a com- 
mitment fee of 1 to 1% percent 
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Type of loan 


Price 
VA 501 4’s, FHA 603 and 213 sales type 4's : : ot 96 
FHA 208 and 908 414’s____........ ‘ ; 9S 
FHA 207, 213 management type, 608, 803, 908 4’s___ 5 99 
VA 414’s, FHA 208 and 9038 414’s 3 ” 100 
FHA 207 4%4’s (also 213 management type, 908, and 803 414’s when and 
if the rate on these loans is increased from 4 percent) _-_..-._.--_____- 100% 


The above prices are, in our opinion, somewhat higher than prevailing markets 
but we believe that builders and/or originators can afford to absorb losses of a 
point or so in order to obtain the right to sell new loans to FNMA. Of more 
importance, an operation of this kind should relieve the pressure on the market 
and result in the establishment of a real market at approximately these figures. 
In setting up the above schedule of prices, we have taken into account that nor- 
mally the small loans (VA 501’s, FHA 203’s, etc.) are subject to servicing fees or 
costs of one-half percent and the large loans (608’s, 207’s, 803’s, 908’s, ete.) to 
servicing at one-eighth of 1 percent. 

Once the Congress, by legislation, or preferably FNMA, by its own rules and 
regulations, has selected a schedule of prices based as near as can be calculated 
on the money market prevailing at that time, provision should be made to revise 
the schedule up or down, whenever the yield from Government bonds decreases 
or increases by one-eighth of 1 percent. We recommend that the Victory 214’s, 
due December 15, 1972, and callable 1967, be used as the index for this purpose. 
These bonds at their May 22d offered price of 91°49 yield 3.07 percent. Conse- 
quently, when the yield from these bonds reaches 3.19% percent and stays there 
for not less than 10 consecutive business days, FNMA would lower its schedule of 
prices by one point and conversely when and if Victory 214’s sell for 10 consecu- 
tive days to yield 2.941% percent or less, the FNMA prices would be increased by 
one point. 

It’s evident that an arrangement along the lines suggested immediately above 
would keep the prices at which FNMA buys and sells in line with the Government 
bond market. Of course, to be even more effective, the Congress and/or the Secre- 
tary of the Treasury should direct FHA and VA to raise and lower their interest 
rates one-eighth of a point at a time when changes of that amount take place in 
the yield from the nearest comparable Government bond issue. 

It is our belief that in order to have this program work most effectively, pur- 
chase receipts should have the provisions set forth below. The Congress could 
grant fairly broad powers to FNMA and within that broad framework, the rules 
and regulations of FNMA could cover most of the following details. 

A. They will remain in force for 1 year and will represent the firm commit- 
ment of FNMA to buy within that time eligible loans to the extent of their face 
amount at the schedule of prices in effect on the date of the purchase receipt— 
such schedule to be typed on and made a part of the purchase receipt. 

B. Purchase receipts to be issued for only 80 percent of the mortgages sold 
by FNMA. 

C. Purchase receipts will be fully assignable but any holder of a purchase 
receipt presenting loans_for purchase to FNMA must be approved by FNMA as 
both a seller and servicer. 

ID. When eligible loans are offered to FNMA by the holder of a purchase receipt, 
FNMA will charge commitment fees as follows, based on the face amount of the 
loans submitted for purchase. 


1. A commitment fee of 1 percent if the loans are offered by an original 
holder of a purchase receipt. 
2. A fee of 1% percent if the loans are offered by any assignee. 


E. Purchase receipts will be issued in connection with all loans purchased from 
FNMA, including military housing (title VIII, see. 803), defense housing 
(mainly title IX, sees. 908 and 908) and disaster housing. In this connection, 
under existing law, FNMA is obligated to purchase pursuant to commitments or 
over the counter out of set-aside funds, military, defense, and disaster loans. 
We recommend that when the obligation to purchase such loans expires, it should 
not be renewed, thus placing all loans on an equal basis. 

F. All insured (FHA) or guaranteed (VA) loans are to be eligible to be pur- 
chased by FNMA when presented with purchase receipts provided they also meet 
the following requirements : 


1. The date of the final FHA insurance or the VA guarantee certificate 


must be not earlier than 1 year prior to the date that the loan is submitted 
for purchase. 
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2. Loans must be offered to FNMA either by the originating mortgagee or 
by the first purchaser by assignment and the present requirement that mort- 
gagees may not sell to FNMA more than 25 percent of their eligible FHA loans 
or more than 50 percent of their eligible VA loans should be eliminated 
entirely 

3. Loans must not exceed $12,500 per family unit. 

While there may be some disagreement with reference to the details of the 
program outlined above, we hope its essential features will be favorably received 
not only by you as Administrator of the Housing and Home Finance Agency and 
as Chairman of the Board of Federal National Mortgage Association but also by 
the Federal Housing Administration, the Veterans’ Administration, the Secretary 
of the Treasury, and the members of the Senate and House Banking and Currency 
Committees, where legislation, necessary to put such a plan into effect, must be 
initiated. We plan to send copies of this letter to officials of the various agencies 
! above and to the members of the Senate and House Banking and Currency 
Committees 


name 


We feel qualified to make these recommendations because of our experience, 
ver a period of some 15 years, in acting as brokers in the secondary market for 
Government insured and guaranteed mortgages. We hope that the essentials of 
our recommendations will meet with the approval not only of the Congress and the 
interested Government agencies but also of the lending institutions of the country, 
the mortgage bankers and, of course, the building industry. 

In conclusion, we would like to emphasize our belief that a program along the 
lines which we have recommended will result in a much-to-be-desired stabiliza- 
tion of the Government guaranteed and insured mortgage market at a level where 
long-term lending institutions can secure from such mortgages a yield approxi- 
mately 1 percent higher than can be obtained from the Victory 214’s of 1972-67. 

Best of all, this stabilization of the mortgage market will not require the Gov- 
ernment to make any further investment in Federal National Mortgage Associa- 
tion. In fact, we estimate that over the course of a year the portfolio of FNMA 
might well he reduced by $200 million. This would result if $1 billion of loans 
were sold by FNMA and then the full amount of $800 million of loans were ten- 
dered in connection with the S0-percent purchase receipts. As a matter of fact, 
if a stable market develops, it is not likely that the purchase receipts will be fully 
used in order to sell additional loans to FNMA, in which event the net reduction 
in FNMA’s portfolio would be substantially greater. 

It’s obvious that in spite of the fact that under such a program FNMA will be 
taking some losses through selling loans at a discount, the net yield from its port- 
folio of mortgages will be increased and a profit ranging from 1 to 1% percent 
will be realized on all loans purchased under the terms of purchase receipts. 

Should you and others in Washington desire to have us give you our further 
thoughts and ideas on this important subject, we stand ready to do so at any time. 

Respectfully submitted. 

PRINGLE-Hurp & Co., INC., 
By J. MAXWELL PRINGLE, 
President. 

Mr. Prrncir. Since I made my proposals on May 28, I have received 
a substantial volume of letters and many telephone calls. 

Almost without exception, the mortgage bankers and officials of 
lending institutions who have taken the trouble to write or to tele- 
phone me have endorsed my recommendations to Mr. Cole. 

Naturally, the letters which I have received in substantial number 
from members of this committee and members of the House Banking 
and Currency Committee, do not, in the main, comment on my recom- 
mendations. I fully understand that with housing legislation being 
considered, the members of the committee normally prefer not to 
comment on specific proposals made by private citizens. 

I have with me, and will be glad to make available to the committee, 
photostatic copies of letters endorsing my proposals, written by the 
following institutions active in the mortgage business. 

With the Chairman’s permission, I will read the list of the names 
because I think the wide geographical diversification of the people who 
have written in, is of interest. 
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W. B. Leedy & Co., Ine., Birmingham, Ala; Mr. Thomas N. Beach, chairman of 
the board 

Builders’ Control Service, Inc., Los Angeles, Calif. ; Mr. Verle N. Fry, president 

San Francisco Mortgage Co., San Francisco, Calif. ; W. QO. Files, president 

Che W. R. Kelley Co., Washington, D. C.; R. B. Duckett, president 

A. E. Landvoigt, Inc., Washington, D. C.; A. E. Landvoigt, president 

Tri-State Mortgage Co., Pensacola, Fla. ; Philip Devlin, Jr., vice president 

First National Bank of Chicago, Chicago, Il; Bentley G. McCloud, Jr., vice 
president 

1 


rhe Deming Investment Co., Oswego, Kans; R. O. Deming, Jr., president 
Dunn & Stringer, Inc., St. Paul, Minn.; M.S. Stringer, president 
Institutional Securities Corp., New York City, N. Y.; Robert E. Pratt, president 
Brown-Hamel Mortgage Co., Greensboro, N. C.; Jack H. Brown, president 
Gill Associates, Inc., Toledo, Ohio ; W. Claude Gill, president 
Bomford Bros. Co., Tulsa, OKla.; Wright Bomford, president 
Southern Mortgage Co., Aiken, 8. C.; L. A. Garvin, pre eside nt 
Che Richard Gill Co., San Antonio, Tes Ames L, Gill, president 
ncel Greene & Co., Waco, Tex. ; Ancel IE. Greene, preside 





In addition, I have with me photostats of letters addressed to me by 
Mr. Samuel EK. Neel. Washington counsel of the Mortgage Bankers 
Association of America, Mr. Ted Volekhausen, editor of Bankers Re- 
search, a market letter w hich is subse ribed to by a oreat many banking 

stitutions, and Mr. T. B. King, director, Loan Guaranty Service of 
Veterans’ Administration. 

Mr. Neel’s letter says that he has a number of reservations person- 
ally about my suggestions and, of course, Mr. King, while saying that 
he is sure that my proposals will be helpful to those like himself who 
are concerned with the problem of the proper role of the FNMA sec- 
ondary market in the months ahead, preferred not to comment on the 
details of my proposal. 

Photostats of these letters are available for inspection by any of 
the members of the committee, and I will also be glad to read any or 
all of them if requested to do so. 

Most of my recommendations in my letter to Mr. Cole were along 
the lines of an extension, with substantial modifications, of the FNMA 
purchase receipt, or so-called 1-for-1 plan. 

However, I firmly believe that, instead of buying all loans at par 
and then offering such loans for sale only at par or better, FNMA 
should adopt as hedule of prices and, in this connection, the schedule 
which I proposed specifically ranged from 96 to par, depending upon 
the interest rate which the mortgages carried, the 96 being for the 
t-percent VA loans, and par being for the new 4.5 percent FHA and 
VA loans, and that as they adopt this schedule of pri ‘es, that they 
sell loans in their portfolio ‘and then — - bu y, at the same sche dule 
of prices less a commitment fee of 1 to , percent, loans which are 
offered by the lenders who had eae “pure hased these seasoned, 
portfolio loans. 

I would like to insert something here which occurred to me when 
listening to the testimony of Mr. Reilly, who said he was opposed to 
any FNMA 1-for-1 plan or the equivalent of it which required FNMA 
to br uy loans which were not as desirable as the loans which they sold. 

I think that is more or less of an impossi ibility, because the loans 
which FNMA holds are better by virtue of the fact that they are 
seasoned, and FNMA, to help the second: ary market, would have to 
buy new loans which had not been seasoned. 


84951—538 17 
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Then going on with my prepared statement: Furthermore, to make 
certain that such a program will not require additional funds, I have 
recommended that purchases be limited to 80 percent of the amount 
sold. 

I was gratified to note that, according to newspaper reports, Mr. 
Cole, in his testimony before your committee earlier this week, made 
a similar suggestion. 

One very important feature of my proposals is that the schedule 
of prices at which FNMA will sell—and I would like to put the empha- 
sis on selling and then buying—and then buy up to the extent of 80 
percent of sales, should be readjusted periodically when the yield from 
Government bonds, on the average, or some one, specific typical issue, 
move up or down by one-eighth of 1 percent and stay at that level 
for 10 consecutive days. 

The schedules which T proposed are calculated to give lending insti- 
tutions—and I refer now to the institutions buying from FNMA—a 
net yield from Government insured and — mortgages of ap- 
proximately 1 percent more than they can secure from the nearest 
equivalent Government bond issue and for this purpose I have selected 
as an index the Victory 2.5s of 1967-72 

Of perhaps even more importance is my recommendation which in 
this case does not primarily concern FNMA, thet when the yields from 
Government bonds go up by one-eighth of 1 percent, the interest rates 
on new FHA and VA mortgages be raised one-eighth of 1 percent and, 
of course, when yields on Government bonds go down, the rates on 


FHA and VA mortgages be lowered. 


This would tend to keep the market for FHA and VA mortgages at 
or close to par at all times. It would prevent large premiums when 


the money market is strong and it would, of course, also prevent large 
discounts during periods like the present, when interest rates are ad- 
vancing and the prices of fixed interest securities are declining. 

I might insert here that a change in FHA and VA rates by as little 
as one-eighth of 1 percent might be considered a nuisance. 

Our Government bond rates are changed by one-eighth when the 
Secretary of the Treasury feels that an advance of one-eighth is neces- 
sary to attract money, and I see no reason why the FHA and VA 
market which is, or should be in line frem the standpoint of credit risk 
with the Government bond market, why it should not also vary in the 
interest rates prevailing. 

However, if one-eighth of 1 percent is considered too small a differ- 
ential and requiring too frequent a change in the rates, perhaps a 
variation to one-quarter might do almost as much good in evening out 
the discount and in happier times the premium at which these Govern- 
ment coe mortgages are sold. 

The CnarrmMan. Are there questions? 

Senator serge “AN. No question, Mr. Chariman. 

The Cnarrman. Thank you very much. 

We have place od i in the record your letter to Mr. Cole of May 28 

Do you have anything else you would like to place in the record ? 

Mr. Prineie. Would the committee like to have these letters from 
the mortgage companies ? 

The Cuatrman. Yes. 

The letters referred to will be placed in the files of the committee. 


gam 





ee Te any 


HOUSING ACT AMENDMENTS OF 1953 255 


I would like to place in the record a statement by Henry G. Walte- 
made, chairman, Realtors’ Washington Committee of the National 
Assoc lation ot Re il Estate Boards. 


(The statement referred to follows :) 


SraTeEM or Henry G. War \ ( AIRMA REA ) W \SHINGTON 
COMMITTEE OF THE NATIONAL ASS0« ON OF R Esta BOARDS 
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In order to avoid any confusion, let me emphasize that these amendments 
to section 207 would apply only in the event that the construction is confined 
to areas which are the object of slum clearance or urban redevelopment programs, 

We endorse the new allowable maximum interest rates of 4% percent on 
Wherry Act housing provided by the panes I respectfully call the committee’s 


attention, however, to the fact that in some areas we are told that the military 
has insisted on tax exemption for Ww an y Act construction located on privately 
owned land cff the military base. In times like these every municipality in the 
Nation, with few exceptions, is striving to maintain its tax base. Real estate 


provides an average of more than 50 percent of local tax revenues. We sincerely 
hope, therefore, that permanent Wherry Act housing where located off the base 
will not be subject to exemption from local real-estate taxes. Our association 
h consistently upported W 


forces We are e 


Act housing construction as a service to 
nsistent in our opposition to any type 








of legislation which removes real property from local tax rolls. 

We are aware that the existing statute does not provide for tax exemption of 
Wherry Act housing. Since it has occurred in a number of places, however, we 

spe y suggest a provision which would clarify the intent of Congress 
that projects located off a military base are not intended to be exempt 

l i i ati : 

We thank the comn e for this opportunity to present the views of our 
is ition 

The Cuatrrman. Our next witness will be Mr. Joel A. Montgomery 


of Continental Mortgage Co., Memphis Tenn., whom we had with us 


[ENT OF JOEL A. MONTGOMERY, CONTINENTAL MORTGAG 


CO., MEMPHIS, TENN. 


Mr. Monraomery. I will read from this statement I have prepared. 
I am a member of the Continental Mortgage Co., and also a de- 
builder myself. One morning I put my hat on and I am 
in the mortgage business, and the next morning I am in the construc- 


veloper ani 


tion business 

In behalf of Continental Mortgage Co., Memphis, Tenn., I would 
like t« place before this oe for its consideration the conditions 
that exist at the present time relative to the financing of FHA and VA 
loans and FHA and VA ae on aieouae housing in particular. 

The Continental Mortgage Co., an approved FHA and VA mort- 
gagee, and a member of the Mortgage Bankers Association of 
America, finances the construction of homes insured by the FHA and 
VA in the city of Memphis and surrounding areas. Its commitments 

ve covered loans in excess of 5,000 homes in the past 4 years in the 
metropolitan area of Memphis, Tenn. 
The major portion of these loans have been loans insured by the 
Veterans’ Administration. However, we have financed the construc- 
tion of several hundred homes under section 203 and title I of the 
Federal H meen Act. 

The outlet sed | the nines _ mee Co. for firm loans 
have been primal ly t the savings banks 1 he New York area. The 
other large purchasers been the Prudential Insurance Co., 


smaller insurance rape ner, and the FNMA, : au since the FNMA 


has ceased over-the-counter purchases, the Mort; . emer has 
found itself in a very critical position relative to oan made on homes 


sold LO — S. 
The Conti Mortg oe Co. in the past has sp nsored the de- 
velopment ae construction of over 1,500 individual single-family 


dwe!] Ings sold to and ocenpied by N TORS, and at the present time it 


1S CTS! 








HOUSING ACT AMENDMENTS OF 1953 257 


is committed to purchase loans on the largest individual Negro de- 
velopment in the United States. 

This project is known as the Dr. J. E. Walker Homes, named for 
an eminent Negro leader, who is chairman of the board of the Univer- 
sal Life Insurance Co., Memphis, Tenn. The ground for the entire 
1.500 homes has been acquired, utilities have been extended ata very 
high cost, and at the present time 450 homes have been conpleted and 
sold in this project. 

I would like to say here that our demand is very strong. 

With exception of 100 of these loans, the balance of the 450 remain 
unsold and at present without any known outlet. The balance of the 
pro ject will have to be abandoned until satisfactory y financial arrange 
ments car. be made relative to the handling of the firm loans, however, 
it still remains that there is in excess of $5 million of the Mortgage 
Company’s credit tied up by the necessity of warehousing these loans. 

I believe that the distinguished Senators on this committee can 
readily see the impossible situations that the present financial crisis 
in the mortgage market has placed on this organization. I would like 
to point out at this time that the owners of the Mortgage Company 
also own and control the building and development company on this 
and all projects committed on by the Continental Mortg: we Co. 

Heretofore, under the purchasing arrangements set out by FNMA, 
we were able to produce loans on shite property, dispose of them to 
firm investors, and sell our Negro loans to FNMA, and we could not 
by the most pessimistic stretch of our Wag vation conceive that the 
Federal Government would discontinue its purchasing activities in 
the low-cost home field at this or any other time if they expected to 
maintain housing production. which the administration embraced in 
its campaign, at its present level. 

I would like to bring to this honorable committee’s attention that 
if ~ expect to maintain the construction of a million homes per 
year, it will be necessary to maintain a program of over-the-counter 
p ania ases by FNMA consistent with their program of 1952. 

I would like to further point out that the Government’s position 
in the money market makes it the greatest factor in our entire economy. 
As private industry must compete with the Government on the money 
market, the Federal Government must take a position that was taken 
by most of these same men immediately after World War II in the 
pri e control of commodities. 

Imost without exception, everyone concurred in controlling the 
price of a scarce commodity, and I would like to further point out 
that money is a commodity and at the present time is scarce, and the 
competitive position that the Government has placed upon private 
industry in the money market has caused private industry to bid 
against the Government for the limited supply of money, and as a 
result the investors in all fields are prone to wait, which causes the 
bidding to become more accelerated, and the result is increase in the 
price of money. 

I feel also that the decrease in the downpayment of the FHA loan 
will not stimulate the market. It will merely tend to place more 
pressure on the investors and therefore create a more chaotic condi 
tion than we have today. I believe also that Mr. King’s directive 
relative to no discount on VA mortgages should be adhered to, to the 
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strictest letter, for there is no question that it is the first indication 


on the part of the administration to peg the money market in mort- 
Zages. if the administration chan ves this policy, “the present port- 
folio of the FNMA will drop 10 percent below acquisition cost and 
on a Viel basis it will make a bing pe reent mortgage discount able wy, 
perce ° 

In summing up my remarks, | believe FNMA should be extended 
and appropriations be made consistent with the program of 1952; that 


Mr. King’s directive be supported by the administration, and that 
FHA downpayments be continued at the present schedule. 

My ji stification for this recommendation is the success of this par 
ticular program in the past, and in this program I am unable to see 
harm through inflation, as some would call it, compared to the devas- 
tating effects of deflation and all its terrible miseries left in its wake 
here in America and in the world, asa whole. 

I would like to state further that at the present time with the situa- 

in the mortgage business as it is—and I speak now as a builder— 
that to risk our money in the development of projects without a firm 
mortgage market causes us to be most reluctant. When we do not put 
our money into development we do not employ people. We will set 
aside the proposition that we aren’t providing homes for the people in 
America. Weare not employing people, who in turn maintain them- 
selves in the community and] keep it a stable economy. 

The wheels of business grind just as slowly as the wheels of gov- 
ernment. Once you slow down the wheels of business and then the 
wheels of government grind slower, to get the impetus back upon the 
market, a crisis can come about. 

Present leaders in some instances feel that private money will be 
able to absorb the mortgage situation, but I have yet had anyone of 
them come out and show me where the money is. 

I had an economist tell me that per capita there is probably less 
buying power today than there was in 1932. 

I would like to state also that I think it was Marie Antoinette, a 
queen of France, who said, “If they haven’t bread, why don’t they 
eat cake?” 

I think that is what most men, particularly the banker here this 
morning gave us relative to the mortgage market. I would have to 
encourage Mr. Flynn and say that I will probably call on him before 
I leave Washington. We are in Memphis, Tenn., and we are not in 
Washington and not in New York where most of the money is. We 
have to attract the money from the East to make investments in our 
country. 

The Cnamman. Your recommendation is that FNMA continue to 
buv these mortgages direct. 

Mr. Montcomery. In the program of 1952 

The Cuarrman. You do not think lowering downpayments would 
help? 

Mr. Monrcomery. I cannot see how it would provide for money 
for u 

The Cuamman. You think one of the solutions to the problem at the 
moment is for FNMA to go back into the market and buy these 
mortgages 
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Mr. Monrcomery. If someone could come up with a better solution 
to the colored—we will say the minority housing—we will go along 
with it. 

The CHarrmMan. Have you found trouble in the past in disposing of 
colored housing mortgages ¢ 

Mr. Monteomery. Yes, sir; we have. About 85 percent of our 
building went to FNMA and the rest went to small insurance com- 
panies throughout the country. Actually they had more than they 
could do to take care of things in their own backyard but they took 
care of a quarter of a million dollars worth of loans. 

I have a picture of one of the homes that sells for less than $7,500. 
It exceeds 800 square feet. It is brick veneer. 

‘The Cuarrman. What does it sell for? 

Mr. Monregomery. Less than $7,500. 

Senator Payne. What is the potential market that you can see down 
there for additional units of that type ¢ 

Mr. Monrcomery. Well, sir, I might say that our population in 
Mem) his is somewhere between 35 and 45 percent cole red, We have 
built 1.500 units. We now have this program of 1,500 units under 
construction. Our sales have exceeded by far, our construction. We 
see no end of it. In other words, we have a population of 450,000 
people. We will say 40 percent of them, that is 160,000, or we will say 
150,000 are colored people, and with the demand that they have for 
homes, we see no end to the construction program for the colored man. 

Senator Payne. In other words, the demand is still there but you 
cannot produce because of the tightening of the money market ¢ 
Mr. Monrecomery. That is exactly right. 

I would like to say that we do at the present time have $3 million 
worth of « olored morteages in our port folio. W ith ho place to go. One 
s, the First National Bank in St. Louis, the First National 


of these day 
sank in Dallas, the Union Planters Bank in Tennessee will be cal 
on us to come up with something. 

Senator SPaARKMAN. Is it not true that they will prove to be good 
investments ? 

Mr. Mon VGOMERY. Wi i. sir. I woul | like to mi ke this statement and 
say that our experience with the colored loan in Memphis, Tenn., has 
been no different than the white; that in defaults and foreclosures, that 
experience does not exceed the whites. It is a wonderful experience 
that you have with them. If you could visit the neighborhoods and 
see the way they maintain them, if the colored people stayed inside, 
you could not tell whether the) were colored or white nel@hborhoods. 

Senator SparkMAN. You listened to Mr. Flynn’s testimony about 
the houses he was building. Did you gather that his houses are similar 
to yours ¢ 

Mr. Monreomery. Yes. Hisisafine house. I have built over 1,000 
of them. In that 
very few investors who want to go into a house of 800 or 850 square 
feet. They want 1,000 square feet or better. The major portion of 


Wea 
Biiee 


price range I will say \ ithout exception there are 


° I 
the demand for houses today hes in that field. If we are not successful 
in securing money from some source, that particular type of construc- 
tion will dwindle. 
Senator SparKMAN. You think that type of house makes up the 
greatest need, that price house ¢ 
Mr. Montrcomery. Yes, sir. 
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Senator SparkMAN. The greatest problem for us is to find adequate 
mortgage help for that price house. 

r. Montcomery. That is correct, Senator. 

Senator Payne. This price that you quote of under $7,500, that 
ae land ¢ 

Montoomery. That includes shrubs and eve rything, r, Senator. 
We he sell them the ke sy. The payments on that, incidents illy, are $45 
a month. Principal, interest, taxes, and insurance. 

Senator Payne. That is principal, interest, taxes, and insurance? 

Mr. Monvrcomery. Yes, sir. 

In the past we have produced some title I houses where the Govern- 
ment has made great effort to encourage that construction. We pro- 
duced title I loans and I have never sold the first one of them. I expect 
I have a quarter of a million dollars worth of title I loans. That 
house would be the same size house, primarily, with some of the things 
left out. However, without exception I sh: ll say that within less than 
6 months’ time the people went in and made them eligible for a title 
II FHA loan but we are unsuccessful in being able to sell our title I 
loans. 

We also went into the section 213 project which was spoken of here 
this morning by the witness of the AFFL. I built and financed 200 
homes under section 213 giving the people the advantage of the lower 
downpayment, of the mass buying. I still have more than half of 
these loans on my hands and I cannot sell them. 

Now, I do not have any charts to show you ge ntlemen here. This 
is grassroots talk. You are talking to the mortgage man and to the 
builder. ‘These are things that are happening today and that exist 
today. There is just no market. There is Just no market for mort- 
gages at the present time in the low-cost field, white and minority 
housing. There is just no market for it. 

Senator Payne. How long have you seen that existing? 

Mr. Montcomery. Our situation probably became more acute, Sena- 
tor, sooner than it did here in the East, because they are closer to the 
money market. 

Last April, a year ago, the situation tightened up and a discount 
on mortgages became something of an everyday occurrence. Since 
that time it has grown more acute. Tod: ay, to be frank with you, if I 
knew where to go to sell $100,000 worth of mortgages, I believe I would 
be there rather than testifying here before this Banking and Cur- 
rency Committee. That is how acute it is with us in our part of the 
country. Our largest bank there is the Union Planters Bank with 
less than $300 million and less than $2.5 million in VA and FHA 
loans. 

The insurance companies have allocations they put out. Prudential 
is on a limited basis today. They are purchasing no VA loans with 
the minimum downpayment. They require 10 percent down. And 
still they are not willing to commit on any sizable amount. 

We are the people who are the developers of this particular thing. 
We have today, as an example, ground available to be developed in 
Memphis, Tenn., that could be made into 3,000 lots. I will say 
modestly that we are the largest developers in the State. I am here 
this week to call back home after a hearing and find out what might 
come out of a particular recommendation of this committee so that 
we can make contracts to install! our facilities. 
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We are operating at 25 percent of our capacity; 25 percent of our 
capacity last year. I am telling you these things basically so that 
6 months from now you will know that what we say today was hap- 
pening at the time we testified. 

Senator Sparkman. Mr. Chairman, I am going to have to leave. 

Before I leave, though, I would like to ask Mr. Montgomery to 
elaborate, for the benefit of the record, on his statement in behalf of 
the regulation issued by Mr. King on VA loans. 

Why you favor that. 

Mr. Montcomery. I will be glad to. 

I favor it for this reason: The mortgage company and the builder 
combined are inv iting disaster, today, to vo out on the mortgage mar- 
ket and be willing to discount their mortgages at the price the in- 
vestor is willing to pay. 

= ‘y are inviting disaster in their own business in order to main- 
ta their business at the present time, and 6 months from now the 
camel of money, so far as anyone can see, will not be any more ade- 
quate. The continuance of this discount arrangement has a demora- 
izing effect, not only upon the Administrator of ‘tee Veterans’ Ad- 
ministration, the Governm« nt officials, but on the builders and the 
mortgage companies 

I feel that the Government should om the position on the basis of 


il percent instrument being made par. The yield is adequate. If the 
Government will maintain that particular position, the investor will 


be forced to make investments in mortgages by virtue of the fact that 
t is still somewhat more attractive than Government bonds. 

I condition my statement upon one thing, that the Government 
does not go out here and try to compete 2g iin and issue their bonds 
in excess of the 31 , percent. 

If the Government continues that policy, I have no answer for it. 
There is no end to the price of money. There will be no end to the 
cost of construction, the cost of running the Government, the cost of 
the defense program, and the devaluation of the dollar. 

The Government must take a firm stand, in my opinion. They 
must take a firm stand and say, “It is going to be this way. It must 

e this way. Money is scarce. We are not going out here and run the 
secs ats high.” 


2! 
2 


If they do not. there will be no mortgage money. They are Talking 
about something that will never come to pass. 

Senator Payne. Thank you very mu ‘h, Mr. Montgomery. 

Mr. Montcomery. Thank you, sir. 

Senator Payne. The next witness is Kenneth P. Newton, of the 
Sheraton Corp., Boston, Mass. 


STATEMENT OF KENNETH B. NEWTON, SHERATON CORP., 
BOSTON, MASS 


Mr. Newron. My name is Kenneth Newton from the Sheraton Corp. 
»f America in Boston, Mass. We are the largest operators of hotels 
in this country and Canada and we currently operate 30 hotels includ- 
ing the Carlton Hotel and the Wardman Park Hotel, in Washing- 
ton, 1). C. 

We are particularly interested in Senate bill 475, which pertains to 
an amendment to section 608 of the National Housing Act. 
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We are interested in its being enacted into law: 

Sentence 9, on page 1, refers to hotels and hotel rates, generally 
speaking. Also line 10, refers to transient housing. 

It refers to transient rates for housing and not the current policy 
of prorating one-thirtieth of the monthly rent, for the section 608’s. 


We are also concerned about the phraseology in sentence 4, page 2, 
I : 


ot the cos of operating. W interpret that to mean and include 


{ re 
G ral] peak rr, we } he ome interest d in these section 608 
roi mnd hav lL oF il surve of the situation. There are 
several of them in the United State if the pre ent time that are not 
oO! yr 7 it bly d | ¢ tr) tions 


W pal ilar, purchased one section 608 within the past 3 


I) Tha Clayhe I To ers, 1N New Orleai S, La. It con- 


SIs i prox itely 1,100 room which is actual 2 section 608’s 

We ha the operating figures for the 15 months that the project has 
be nH on and under the ni t basis of operation under FHA, 
we } ive } ! ff 36 ipartme va ] ble to be rented al | we have 
( ad 7 he onth of March, | wing Y7T6 vacant apartments. 

I l has g 0 veral months. The reason for 
t] incy is d » tl t that there are no residents in 


Ni Orlear interested ne the ipartments on a n mthiy 


b ( ts t] FHA has author d 
Also. the fina l state t of the Clay bourne Towers at the present 
es th ithe. | f Max there was a net loss of over 
S For t] onth of Febr \ ere 1 similar picture 
I would like to present this chart to the committee for their con- 
ra a0 } \ 1] a ept 
‘ tor Payne. It will be pl d in the file for the information of 
+} ry} e 
Mr. Newton. There ] ber a) talk that the American Hotel 
A ) ( nas neen opposed to t] - leo) lation and other matters 
hei ove O deration under FHA, on these section 608 projects. 


| ve before } letter from ft ; Ameri ‘an H tel Association 
ioned by Mr. Arthur J. Pacl |. the president, addressed to Earnest 
H erson, president, Sheraton Hotels, 1 Court Street, Boston. 


1 17 4 2 7 c 
iw quote one paragraph trom 


I dent I ran inte rat r disquiet r rumor, today, namely that there 
1 rem a that the AHA is interesting itself in the 


I \ have re ur sed one of these hotels in New Orleans, 

me 1 hat e American Hotel Association does 
l sies that may exist because of this 

t) ‘ I l 3s u tl \HA will not insinuate itself into 
pu \ ! » } t ] str) of any individual « mmunity. 


I ] } ; . ] we > la rel? ; 
M Hy ( Son, OUP preside , oi wered Mr. Packard’s letter on 


J 5 T ‘ ral trol t 
We were very } sed to learn that the t ssociation is not taking a stand 
oO! es ed FHA nanced properties matter, as it would be somewhat 
har ! is if the t ‘ tion were t minate against that 


Mr. Henderson, our president, met with Mr. Packard prior to this 
exchange of lett rs ind t has bee indicated very definitely that the 


ee | 


| a eenors 
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Hotel Association is not opposed to this. As a matter of fact, they 
are taking a neutral stand in regard to this legislation. 

We have rather a peculiar situation in the city of New Orleans. 
There is an acute shortage of hotel rooms down there. Yet there is 

lack of demand for permanent apartments such as in this section 
608 project. 

At the present time, we cannot use the vacant rooms for transient 
hotel accommodations. Not that there is any law snohibitina the 
usage of it, but there is a lack of clarification of the inte nt of the law, 
and the FHA is reluctant to take any positive steps to give us relief, 
unless they have a clear definition as to what the intent of the law is. 

We have consulted with Mayor Morrison of New Orleans and he 
has indicated that he would support enthusiastically any project or 
bill in Congress that would give some relief to his city with regard 
to the shortage of hotel rooms. 

We also believe that the leading businessmen in the city, including 
the hotelmen themselves, would support such a bill, and that they are 
all interested in the community as a whole. 

Now, the logical question is, why do we not refinance this project 
ourselves and go on, on a private basis? 

We have done some preliminary negotiation in regard to refinancing 
and we find it most difficult to find any insurance company that is 
willing to refinance this project at rates that we consider acceptable 

To be sure, it could be refinanced, but at a cost that would be so ex- 
cessive that we could not justify going into the prejact. 

In other words, we have a building with approximately 1,100 rooms 
which has a Government mortgage of over $9 million presently out- 
standing. It is not paying its way. It is not a good investment to- 
day. We cannot get adequate refinanci ing at this time, due to the 
lack of interest of the insurance companies in this project. If we 
had some relief, which we believe this bill would give us if it was 
enacted into law, it would make this project a going concern and a 
good investment, today. 

Now, in New Orleans there is at least one other FHA-financed proj- 
ect, the Orleans, which has been taken over by the FHA. The private 
operator went bankrupt under the present restrictions and could not 
afford to operate the project. 

It is my opinion that there are several other properties on a similar 
basis in this country which will be reacquired by the FHA under the 
terms of the mortgage due to the restrictions presently existing. 

We feel that it is essential to grant assistance in situations such 
as this. We do not believe that the law should be made mandatory 
but it should be discretionary as we interpret the provisions of it 
now, which allows the Administrator to grant permission. It does not 
make it mandatory. We feel, like in the city of Cincinnati, Ohio, 
there is now a surplus of hotel rooms. To grant permission to any 
Government-financed project to sell additional hotel rooms, would 
weaken the entire structure of the community. So each city and town 
should be judged on its individual merits and not have any universal 
application of the law on a mandatory basis. 

There are certain deviations from the accepted practices in operat- 
ing these section 608 projects at the present time, and we do not 
choose to operate them on any interpretations of the existing rules 
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and regulations. We would rather have a clear-cut definition as to 
just what the intent is for these projec ts. 

We urgently request that you give consideration to the passage 
of this bill, if our 1 terpret itions of the words “hotel” and transient” 


1 l 


are correct, and the fact that depreciation is included in the cost of 







opel iwions., 

Thank you. 

Senator Payne. In other words. Mr. Newton. you are suggesting 
give consideration to amending S. 475 on line 
1, page 2, to indicate that depreciation is a portion of the provision 
Oot cost of operating. 

Mr. Newron. We are amending or clarifying the use of “deprecia- 
tion” after “cost of operating” and then there would be no question 





that the committee 









as to what the intent was. 
Senator Payne. Thank you very much. 
Mr. Clarence Mitchell, director of the Washington bureau, Na- 
tional Association for the Advat cement of Colored People. 








STATEMENT OF CLARENCE MITCHELL, DIRECTOR OF THE WASH- 
INGTON BUREAU, NATIONAL ASSOCIATION FOR THE ADVANCE- 
MENT OF COLORED PEOPLE 












Mr. Mi rCHELL., Mr. Chairmat and members of the committee, I am 
Clarence Mitchell, director of the Washington bureau of the National 
Association for the Advancement of Colored People. 

We ask that under section 3 of the bill before you there be attached 
& proviso that none of the authorization may be used in insuring 
a mortgage or loan on any property from which persons otherwise 
eligible are excluded because of race, color, religion, or national origin. 

‘The standard private practice ot excluding colored persons from 
desirable neighbor hoods and restri til o them to a few sharply defined 
areas which sets the pattern of use of schools, playgrounds, clinics, 
transportation, and other public facilities has been faithfully fol- 
lowed by the Federal Housing Agen ies, 

These pol cies of the Federal Hou: ing Agencies negate the effect of 
} ions prohibiting legislative or 
jt dicial enforcement of racial restrictions upon the ow nership and use 
lential property. 

Because it buys in a limited market, the Negro family is unable to 
bargain with others on equal terms for its shelter and receives less 
ior its housing dollar at every level of income. The increasing hnon- 
white population, in urban areas is confined in too little living space. ‘ 
Rental of the overcrowded dwellings swells the profits of absentee 
landlords, runs down the structures and falsely identifies race as the 
cause of neighborhood deterioration. 

The 1950 census rata for nonfarm areas show that the proportion 
of overcrowding among nonwhite families was almost four times 
greater than among whites; and that while only 1 out of every 20 
houses occupied by white families was dilapidated, the figure for non- 
white families was 1 out of every 4, 

This racial and economic discrimination in housing is the product 
of actions by real-estate operators, builders, lenders, and prejudiced 
homeowners, buttressed by State action. Restrictions on the owner- 
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ship or use of private residential properties by Negroes were first 
imposed by racial zoning ordinances. Such or dinances were outlawed 
by the Buchanan v. Warle y, Harmon v. Tyler court decisions. 

When the ordinances were prohibited, racial restrictions were 
effected through judicial enforcement of “private” restrictive cove- 
nants. This form of State action was also prohibited by the United 
States Supreme Court decisions of May 1948 in the racial restrictive 
covenant cases. Supposedly, the housing supply was then freed from 
State action to enforce or support restrictions based upon race. 

But beginning in the early 1930’s, the United States Government 
with its extensive funds, credits, and powers has become increasingly 
involved in the planning, development, marketing, and management 
of dwellings. Through direct grants and subsidies, insurance and 
other guaranties, Federal assistance has become involved in the devel- 
opment of the larger part of the housing supply. 

In all of these programs—Public Housing ee ation, Divi- 
sion of Slum Clearance and Urban Redevelopme nt, Federal Housing 
Administration, Home Loan Bank Board, Veterans’ Administra- 
tion—the Federal assistance is granted, not directly to individual 
residents but to private developers and lenders or local public agen- 
cies. In no instance is this aid made contingent upon meeting the 
requirements of the 14th amendment or section 42 of title 8 of the 
United States Code; rather, the decisions as to whether or not Negroes 
shall be completely exe luded from fede rally aided projects or segre- 
gated within them or otherwise discriminated against is left almost 
entirely to the discretion of the private developer, lender, or the local 
public agency. 

The administrators of governmental agencies have become primary 
agents in the establishment and extension of segregated living. As 
an example, the Division of Slum Clearance and Urban Redevelop- 
ment has granted a contract to the local redevelopment agency in 
Baltimore, Md., for the clearance of a project area in what is known 
as the Waverly neighborhood. 

Negro and white families have lived together in this neighborhood 
amicably for many years. After the present residents are evicted, 
the houses demolished and the land assembled, a privately financed 
FHA-insured project is to be built on the cleared land. In public 
hearings the private developer, with the concurrence of the local pub- 
lic agency, has announced that Negro families, even though otherwise 
eligible, will be excluded from occupancy on the basis of race. Other 
cities, such as Washington, D. C., are receiving clearance and redevel- 
opment contracts from the Federal Government without any indics 
tion of what the occupancy policy is to be in the redeveloped’ housing. 

In Savannah, Ga., the local housing authority, through loans and 
subsidies from the Public Housing Administration, is clearing a site 
occupied by Negro families and w ill erect a federally subsidized pub- 
lic housing project from which Negro families otherwise eligible will 
be excluded solely on account of their race, 

Under the FH A and VA programs the Federal Government is issu- 
ing mortgage insurance for the development of large-scale housing 
projects, usually in the suburbs or outlying sections of the c ity, from 


which otherwise eligible Negro f: amilies are bei ‘ing excluded solely on 
account of race. 
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Subsequent to the United States Supreme Court decision in the racial 
restrictive covenants cases, the Federal Housing Administration an- 
nounced that it would not insure housing projects to be erected on land 
bearing racial covenants and would withdraw insurance in instances 
where the developer executed leases, conveyances, or other instruments 

carrying restrictions based upon race, 

Although this action was supposedly based upon the Court decisions, 
the FHA has apparently ignored the fact that these judicial decisions 
were based upon the 14th amendment and section 42 of title 8 of the 
United States Code, because it still permits and encourages the building 
of private developments for whites only. 

Further, the Department of Justice in its amicus curiae brief in the 
case of Shelley v. Kraemer, No. 72, Supreme Court of the United 
States, Octcber 1947 stated: 

The Government is of the view that judicial enforcement of racial restrictive 
covenants on real property is incompatible with the spirit and letter of the Consti- 
tution and laws of the United States. It is fundamental that no agency of Gov- 
ernment should participate in any action which will result in depriving any 
person of essential rights because of race or color or creed. 

In a decision on June 15, 1953 (Barrows et al. v. Jackson), the 
United States Supreme Court further safeguarded the rights of buyers 
and sellers of property by ruling that parties to a restrictive covenant 
may be be sued if they violate the covenant and sell to members of a 
proscribed racial or religious group. 

We hope that the Congress will support the high stand taken by the 
Court and prohibit segregation in the sale or rental of property built 
with the help of the Federal Government. 

Mr. Cuatrman. I would like to now summarize my statement, if I 
may. 

This is a request that we have made before to previous Congresses 
and it was a question that we raised before this committee when the 
committee was considering the approval of Mr. Albert Cole as head of 
the Housing and Home Finance Agency. 

We are asking that in the law there be inserted a provision which 
will make certain that the housing agencies in carrying out their func- 
tion, will operate in line with the reasoning that the Supreme Court 
has repeatedly presented on full participation of all persons in hous- 
ing programs without regard to race. 

In our statement we have set forth a kind of history of what has 
happened in this country since the Government went into the housing 
field. We have pointed out that the Government has been one of the 
worst. offenders in the matter of establishing certain areas which are 
restricted to peop le sole ly because of their race. That is certain white 
projects and certain colored projects. 

We propose that under section 3 of the bill there be added a proviso 
that none of the authorization may be used in insuring a mortgage or 
a loan on any property from which persons otherwise eligible are 
excluded because of race, color, religion, or national origin. 

Briefly, to summarize the history of discrimination in housing in this 
country we first went through a period where certain cities tried to 
restrict neighbods and say that they would be for white or colored peo- 
ple and in so doing establish ordinances. The Supreme Court outlawed 
the ordnance as a means of segregating neighborhoods. Then, there 
arose the device of the restrictive covenant in which private individuals 
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came together and agreed upon a means of exclusion. The Court said 
that these could not be enforced through the courts. That had the 
effect of knocking out a great part of that technique of segregation. 
Then someone got the idea of trying to sue persons who were parties to 
a covenant if they broke the covenant and sold to a member of 
minority group. 

Only on June 15 the court handed down a decision in which that 
particular technique has been knocked out. 

Really, the only thing that remains to enforce and extend segrega- 
tion in housing in this country is the acti ity of the Federal Gover n- 
ment through the public housing program, the redevelopment pro- 
gram, and through the loans that are on FHA-insured—rather, the 
insurance given on FHA mortvages 

There is just one little paragraph from the Supreme Court decision 
that I would like to call to the committee’s attention. 


It cannot be doubted that among the civil rights intended to be protected from 
discriminatory state action by the 14th amendment are the rights to acquire, 
enjoy, own, and dispose of property EXquality in the enjoyment of property 
rights was regarded by the framers of that amendment as in essential precondi 
tion to the realization of other basic civil rights and liberties which the amend 
ment was intended to guarantee. Thus. section 1978 of the Revised Statutes 
derived from section 1 of the Civil Rights Act of 1866 which was enacted by Con 
gress while the 14th amendment was also under consideration, provides : 

“All citizens of the United States shall have the same right, in every State and 
Territory, as is enjoyed by white citizens thereof to inherit, purchase, lease, sell, 


hold, anid convey real and personal property 

This court has given specific recognition to the same principle (Buchanan vy. 
Warley, 245 U. S. 60 (1917) ). 

That is all we are asking here, that the Federal Government in 
spending the money or making available insurance to private Inves- 
tors, would attach also a safeguard that nobody would be diserimi- 
nated agwainst because of race, religion, or national origin. 

In conclusion, I would just like to savy that our statement has em- 
phasized the racial aspect ‘of this but there is also are ‘ligious aspect. 
I would like to call the committee’s attention to a happening over in 
Baltimore only this week. There, on Monday, the Baltimore City 
Council voted 19 to 1 not to approve a gentleman to serve on the Re- 
development Commission. ‘The reason the *y voted against him was be- 
cause the Jewish people in the city of Baltimore went down to the 
Baltimore City Council and with p yhotogr: iphs and other evidence were 
able to show to the members of the council that this man was one who 
had followed a very persistent policy y of excluding Jews from various 
real-estate deve lopme nts with which he was connected, and, of course, 
they assumed that on the Redevelopment Commission, when he would 
be scting for the Government, he undoubtedly would follow similar 
policies. 

It does not always come to light, the practices that are in effect 
against religious groups, but they are there, nevertheless, and I hope 
that the committee will realize that when we are asking for this pro- 
tection for colored people, that there are many other minorities in 
this country that need protection, too. 

Senator Payne, Thank you very much, Mr. Mitchell. 

Is Mr. William Brafman here¢ Mr. Brafman, will you proceed 
your own way / 
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STATEMENT OF WILLIAM BRAFMAN, OF NEW YORK CITY 


Mr. Brarman. Mr. Chairman and members of the committee, I am 
William Brafman, of New York City. I am the sponsor of a section 
213 cooperative in the city of Pittsburgh. I also sponsored and built 
the first minority section 213 in the countr y, Merrick Park Gardens in 
Jamaica, N. Y., for 116 families. 

I have an amendme ant to S. 2103 which I offer for the consideration 
of the committee. 


AN ACT To permit the Federal National Mortgage Association to make commitments to 
purchase certain mortgages 


That notwithstanding the provisions of subparagraph (G) of section 301 (a) (1) 
of the National Housing Act, as amended, the Federal National Mortgage Asso- 
ciation is authorized to enter into advance commitment contracts which do not 
exce d $30,000,000 outstanding at any one time, if such commitments relate to 
mortgages with respect to which the Federal Housing Commissioner has issued, 
prior to June 29, 1953,’ pursuant to sec tion 213 of the National Housing Act, as 
amended, either a commitment to insure or a statement of eligibility: And pro- 
vided further, That not to exceed $3,500,000 of said authorization shall be availa- 
able for such commitments in any one State.’ 

I shall read a prepared statement concerning Belmar Gardens. 

Belmar Gardens, Inc., of Pittsburgh, is a corporation organized 
under the laws of the State of Pennsylvania, having for its sole pur- 
pose the erection of an FHA cooper rative housing deve lopment under 
section 213 of the 1950 Housing Act, for its 118 members. The mem- 
bers of Belmar Gardens are all Negroes, although the offering was not 
limited to any particular group. 

Belmar Gardens is to consist of 100 5-room 2-bedroom houses, and 
18 6-room 3-bedroom houses. The houses are row type, built 6 to 8 
in a row, and to all intents and purposes are separate, individual 
houses, having individual heating systems, utilities, garages, and base- 
ments, 

The monthly carrying charges of interest, amortization, taxes, and 
so forth, will be approximately $70 per month for the 5-room house, 
and approximately $90 per month for the 6-room house. Each occu- 
pant pays for his own personal utilities. 

From its very inception this undertaking has received the complete 
approval and support of all of the civic “bodies and newspapers in 
Pittsburgh. 

Since the year 1935, 100,000 housing units have been built in the 
city of Pittsburgh. Only 65 units have been made available to the 
Negroes of that city. At the present time, most of them live in sub- 
standard, condemned buildings, in furnished rooms and flats, and such 
other quarters as they are able to find. Most of them live in the 
locality known as “The Hill,” which area is to be razed by the city 
of Pittsburgh, in accordance with its recently adopted Greater Pitts- 
burgh redevelopment plan. 

In view of all of the above, some means was sought to provide the 
middle income Negro with an opportunity to create suitable housing 
for himself. The solution to this problem is found in section 213 of 
the National Housing Act. This bill was enacted for the specific 
purpose of offering to the middle income group an opportunity of 

‘The above is exactly the same as Public Law 243, 82 Cong., ch. 642, 1st sess., H. R. 


5745. with the exception that the words “June 29, 1951,” have been changed to “June 
29, 1953.” 
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acquiring good housing within its income. Because of its income this 
group could not qualify for low-cost housing, nor could it afford to 
pay the high rental required in new construction. The success of 
section 213 developments in urban areas needs no elaboration here. It 
has afforded this middle income group with its first opportunity to 
provide decent housing for itself without subsidy from the Govern- 
ment. 

Since private capital is not building any housing for Negroes, the 
Negro must build for himself. Section 213 is his only hope. Several 
cooperative housings have been erected by Negroes in various cities 
and are now successfully owned, occupied, and mi unaged by them. 

Against the background of this dire necessity for housing, the 
Pitts sburgh Courier, a newspaper having the largest Negro circulation 
in the United States, supported Belmar Gardens. When the required 
number of subscribers had been obtained, the FHA, on April 21, 1953, 
issued its mortgage commitment. The required cash equity of $78, 400 
is on deposit with the I eoples First National Bank & ‘Trust Co. of 
Pittsburgh. All that is needed is the mortgage financing. This to 
date has been unobtainable. 

A similar situation arose in 1950, when other section 213 housing 
developments, as here, could not obtain mortgage financing. Congress 
enacted Public Law 243, 82d Congress, chapter 642, 1st session, H.R. 
5745, entitled, “An act to permit the Federal National Mortgage Asso- 
ciation to make commitment to purchase certain mortgages.” This 
act had as its sole purpose the making available of mortgage money for 
section 213 housing developments, which were then in imminent 
danger of colli aoe This act created a fund of $30 million, with a 
limitation of $314 million per State. Under this act, 16 section 213 
developments were accommod: ated to the extent of $1214 million, in 9 
States—California, Oklahoma, Georgia, Florida, Illinois, Michigan, 
Arkansas, Maryland, and New York. A balance of $1714 million is 
still undisbursed. This act, however, was limited to those section 213s 
which were then in existence, and is not now available to Belmar 
Gardens. It would be eminently fair and just to revitalize this act 
at least to the extent of its undisbursed balance, for the benefit of 
those States which have not yet taken advantage of the act. If this 
is done, then the spirit of that act will be carried out, and the citizens 
of other States will thus also have an equal opportunity to provide 
homes for themselves. Nothing could be fairer, nor more equitable 
and just. No greater burden would be imposed than the act originally 
envisaged; no larger appropriation is requested, nor is any further 
enlargement of that act sought. All that is asked is to make available 
at this time the benefits which were initially intended but which were 
not availed of. Certainly, if the Congress at that time understood 
and fulfilled the need to encourage people to provide their own homes, 
then that same need and encouragement also exists today. 

The Negroes in Pittsburgh have shown their willingness and cour- 
age. Their efforts should not be frustrated on the threshold of their 
successful housing development because of the reluctance of financial 
institutions to do what under other circumstances would be a case of 
normal mortgage financing. 

With the completion of Belmar Gardens, the Negroes in Pittsburgh 
will create almost twice as much housing for themselves in 1 year 








270 HOUSING ACT AMENDMENTS OF 1953 


as has been erected in the past 18 years. The justice and necessity 
of their position cannot be questioned. Congress has the power to 
make this endeavor a reality by extending the enabling act of the 82d 
Congress. 

In this way can substance be given to the statement made by Presi- 
dent Eisenhower before the U nited Negro ( ‘ollege Fund on M: ly 19, 
1950, that every effort should be made to en: able the Negro to help 
himself by cooperative action and destroy the “theory that there can 
be : any sec ‘ond- class citizens.” 

We respectfully submit that it is of the extremest urgency that the 
aforesaid enabling act of the 82d Congress be ener revived 
and extended so that Belmar Gardens may become a reality. 

If this act is quickly passed, then construction can commence imme- 
diately and the housing could be ready before the end of the year. 
If the passage is delayed beyond this session of Congress, then con- 
struction could not possib ly start until the spring of 1954 and the 
housing would not be ready until the end of next year. Moreover, 
this minority group may disband in despair because minority groups 
everywhere have been so exploited and deceived by promises of decent 
housing, that every privately sponsored housing idea is looked upon 
with suspicion and distrust. If Belmar Gardens, which has FHA ap- 
proval, is permitted to lapse because of failure to procure mortgage 
financing, then private endeavors to provide housing for this group 
which so desperately needs it, may be retarded indefinitely. 

I understand that the committee was shocked at the infinitesimal 
number of housing units built for minorities under the Federal Hous- 
ing Administration. 

The following figures were obtained from Mr. Fordyce A. Voss, 
Deputy Director of Divisions of Research and Statistics of the FHA. 

In the Greater Pittsburgh area, FHA, from 1935 through 1952, 
insured 47.326 housing units. I am informed that less than 100 were 
for minority groups. Out of the total, 11,231 were of the rental type 
with only 12 units for minority occupancy. Although no accurate 
statistics are available, we believe that conventional construction must 
have accounted for a like number of dwelling units. Private capital 
has not erected any rental housing for Negroes in Pittsburgh. 

Pittsburgh is not the only city so situated. New York City and 
Indianapolis have the same problem. 

In Indianapolis, Mr. Voss’ compilation shows that 19,190 new hous- 
ing units have been built and insured by FHA. I am informed that 
no more than 150 were available to minority groups. 

If something is not done now to enable middle-income families to 
obtain adequate living quarters, then just as in New York City, at- 
tempts will be made to raise the arbitrary ceiline on the definition 
of “low income” to include those now called “middle income.” When 
this is done more public housing will be necessary. 

Middle-income families do not want public housing—they want an 
opportunity to own their own homes. Section 213 is the solution, 
coupled with the amendment I have previously offered. 

Mr. Chairman, I thank you very much for having given me the 
opportunity to present my views. 

Senator Payne. Thank you, Mr. Brafman. 
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We have a letter from the Federal Housing Administration regard- 
ing these section 213 loans which we will insert in the record at this 
point: 

FeperAL Hovustnac ADMINISTRATION, 
Washington, D. C., June 18, 19: 


53. 
Mr. Joserpu P. McMurray, 
Nte ff Director, Banking and Curre ney Com ttee, 
United States Senate, Washington 25, D.C, 


Dear Mr. McMurray: With reference to my telephone conversation with you 
and Mr. William Brafman today, as I understand the question you want to know 
how many sponsors of section 213 projects have obtained statements of eligibility 
from our local insuring offices but the sponsors were unable to secure permanent 
financing of the projects. 

The latest figures on our active case workload, which were taken from our 
records in this Division (and which may not entirely coincide with the figures 
of our Research and Statistics Division inasmuch as their latest report Was as 
of April 30,1953) are as follows: 





numt Cotal number; Total dollar 
ol! proje of units vo.um 

Mort u 1 14 ), OF 194 6. 883 

Con t tet ling 10 1.619 16, 297, 700 

E] tats utstandin 4() 5. 718 62 19, 700 

Applic in ( 78 12, 314 118, 465, 976 

Active e W | id 242 10. 6.01 382. O90, 259 

Eligibility statements expired 60 4,673 43, 064, 250 
Ca withd ‘ 18 20, O80 l 

Ca ( 1 17, 501 

Total expiratior rejections, and withdrawal $31 42, 254 406, 810, 019 

lotal applications received 673 82. 855 788, 900, 278 

Permanent financing has been obtained for the 10 projects under “Commit 


ments outstanding.” We also assume that permanent financing has been arranged 
for the 40 projects under “Eligibility statements outstanding.” However, I have 
no-‘means of knowing just what the conditions are with respect to delays, if any, 
in connection with these 40 projects moving from this classification into 
mitments outstanding.” 

Under date of December 19, 1951, the following instructions were issued to 
all FHA insuring offices: 

“It has been determ'ned that no section 213 statement of eligibility or com 





“Com 


mitment shall be considered as ready for issuance unless you have assurance in 
the form of a written statement that permanent financing has been arranged. 

“As long as this procedure continues in effect, you are authorized to assist spon 
sors and originating mortgagees of section 213 projects in arranging permanent 
financing by furnishing a completed but unsigned copy of the project analysis 
(FHA Form 2264—-W ) and also a completed but uns'gned copy of the statement of 
eligibility to be released when permanent financing has been arranged.” 

I understand, however, that in many instances even though written assurance 
of permanent financing was given to our insuring offices prior to issuance of the 
signed statement of eligibility and the project analysis, many of the mortgagees 
failed to take the permanent financing. It would appear therefore that this left 
the sponsors of the projects in the position of either bringing an action against 
the proposed mortgagee to enforce the commitment, or else gracefully accept such 
withdrawal. Apparently, in all cases, to my knowledge, the sponsors accepted 
the withdrawal of the commitment without protest. 

I trust this is the information you desire. If not, I would appreciate your let- 
ting me know 

Very truly yours, 





WaArD Cox, 
Assistant Commissioner, Cooperative Housing Division. 
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Senator Payne. That concludes those who were scheduled to appear 
today, and ends the hearings on housing legislation. Any individuals 
who have statements or corrections to statements that they wish to 
have incorporated in the record will have to submit them by noon to- 
morrow in order to have them so included. The committee will meet 
on Monday in order to start drafting the necessary legislation to be 
prese snted to the Congress. 

(The following letters were submitted for the record :) 


ALDON CONSTRUCTION Co., 
Bellflower, Calif., June 8, 1958. 
Senator Homer EF. CapeHArtT, 
Senate Office Building, Washington, D. C. 


Dear SENATOR: We are one of the largest developers in the United States and 
probably the largest producer of veteran housing at this time. In the last 12 
months, we have developed approximately 4,000 single-family GI units. 

We therefore feel qualified to write you with regard to a situation that has 
become so severe that it threatens to completely shut down the building of GI 
houses in the southern California area. I refer specifically to the new regulations 
with reference to fees and charges issued by the Veterans’ Administration, effec- 
tive May 18, 1953. 

The whole confusion with regard to so-called allowable fees and charges was 
commenced with the passage of section 504 of the Housing Act of 1950, as 
amended. The whole hue and cry with regard to fees and charges is just a lot of 
hogwash by people in our industry who do not know what they are talking about. 
The payment of a discount for the placement of a permanent loan cannot be 
passed on to the veteran in any way. The maximum sales price of a house to be 
sold to a veteran is established by the loan guaranty section of the local Veterans’ 
Administration office. The appraisal panel is an independently selected panel 
of outside appraisers who appraise the real estate and the proposed improvement 
on current replacement costs, not taking into cons‘deration the cost of financing. 
This appraisal is then reworked and reaffirmed by the loan guaranty section. 
Therefore, any discount absorbed by the builder in order for him to place his 
permanent mortgage financing is from the builder's profit and cannot be passed on 
to the veteran. 

I am sure you will realize that it is not possible to legislate the law of supply 
and demand. Historically, money has been more dear the further removed it 
becomes from the center of finance, namely New York and the eastern seaboard. 

Therefore, this section 504 of the National Housing Act of 1950 made it much 
more difficult for veterans living in the outlying sections of the United States 
to acquire housing under the benefits of the act. The Veterans’ Administration 
regulations culminating with this last regulation, effective May 18, 1953, have 
made it increasingly more difficult where now under this latest regulation the 
entire program must come to a halt. 

An honest builder working under the terms of this newest regulation cannot 
even pay a brokerage commission for the acquisition of permanent financing. 

I cannot impress upon you the urgency for action on this matter in order for 
the building industry to be able to continue to supply homes to GI’s of World 
War IT and the Korean war. 

I would sincerely recommend the immediate revocation by both Houses of 
Congress section 504 of the National Housing Act of 1950, as amended, as the 
complete solution to this problem. This would allow money to find its normal 
levels under our system of free enterprise, and under the Veterans’ Adminis- 
tration svstem of setting a maximum sales price the cost of this could in no way 
be directly or indirectly passed on to the veteran. If this is not feasible for 
immediate action, I would recommend the immediate revocation of the new 
regulations issued by the Veterans’ Administration, effective May 18, 1953. 

If there is any further information that I can supply you with regard to this 
matter. do not hesitate to call on me. 

Very truly yours, 


Atpon Construction Co., 
DONALD METZz. 
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UNITED STATES SAVINGS AND LOAN LEAGUE, 
Chicago, Ill., June 17, 1953. 
Hon. Homer E. CAPEHART, 
Chairman, Senate Banking and Currency Committee, 
Senate Office Building, Washington, D. C. 

DEAR SENATOR CAPEHART: As a member of the Banking and Currency Com- 
mittee you will, I am sure, be interested in the recent activities of the United 
States Savings and Loan League in support of the GI home loan program. 
Savings and loan associations have always been strong boosters of this pro- 
gram and have advanced over $5 billion in GI loans during the life of the 
program. 

Perhaps of greatest interest is our recent telegraphic survey indicating that 
savings and loan associations will make 76 percent more GI loans in the latter 
half of 1953 than in the last half of 1952. The details of this survey are included 
in a news release, copy of which is attached. 

Before the interest rate was raised to 4% percent, the league pledged that 
its members would actively support the program at the adjusted rate. The very 
day the rate increase was announced we renewed that pledge. I am enclosing 
a copy of a statement made at that time by Charles E. Clements, president of 
the league. <A few days later when our executive committee met, we developed 
a more comprehensive program for the promotion of GI loans which is set forth 
in another press statement which I am enclosing. 

We are appointing a special committee of 100 savings association executives 
which will constitute our committee to promote home ownership among veterans. 
It will be the function of this committee to promote GI ending generally and 
to attempt to channel a greater volume of GI lending into the rural areas. 
We are now attempting to develop some special programs of liaison between 
VA officials, veterans organization posts, and our State and local trade groups 
to develop better means of getting GI loans in the less populated areas. 

Finally, we have developed and distributed to all savings and loan associations, 
and made available to other lenders, the enclosed pamphlet entitled “GI Loans 
Are Good Loans.” This pamphlet urges lending institutions to make more GI 
loans and explains why GI loans are good business. 

I am just sending you this material to show you how sincerely we in the 
United States Savings and Loan League are working for the improvement and 
expansion of GI lending. If you have any questions, or suggestions as to how 
we can better serve the veterans, I would appreciate hearing from you. We 
feel that Congress has worked hard to develop a sound and favorable program 
for veterans home ownership, and we want to do our part in carrying this program 
through to greater success, 

Sincerely yours, 
STEPHEN SLIPHER, 
Staff Vice President. 


NEWS RELEASE, UNITED STATES SAVINGS AND LOAN LEAGUE 


CHICAGO 1, ILL., May 12, 19538. 

The Nation's savings and loan associations and cooperative banks will earmark 
a billion dollars for GI home loans during the remainder of 1953, according to an 
announcement by Charles L. Clements, president of the United States Savings and 
Loan League. 

Clements made the announcement after the close of a meeting of the league’s 
executive committee, during which plans were laid for an extensive drive to 
boost GI lending among the trade organization’s 4,000 member institutions. 

The league president pointed out that the increase last week in the interest 
rate on GI loans to 414 percent had removed the “marked competitive disadvan- 
tage” of veterans home loans to other types of mortgages and investments. 

“The new rate,” he added, “will permit our institutions to place more of their 
funds in GI loans than has been possible for the past 2 years.” Clements is 
president of the Chase Federal Savings and Loan Association of Miami Beach, 
la. 

The league president also disclosed that a special committee of 100 savings 
association Managers would be appointed to carry the drive for GI lending into 
“all areas” of the United States. 

“We intend to make a determined effort to funnel GI funds into those rural 
and less populated areas where veterans loans have always been difficult to 


” 


secure,” he said. 
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He said that league leaders will seek an early meeting with oflicials of the 
Veterans’ Administration and the major veteran organizations to work out 
details of a lending program for the areas of small population 

Clements recalled that back in 1845 when the GI plan was introduced, the 
United States League took the lead in urging its members to participate in the 
program, With the result that savings associations made 80 percent of all GI 
oans during the first 6 months of the program 

Since the national administration has provided a realistic interest rate on 
GI loans, it is now up to lenders to make sure that the GI program moves ahead 
vith me life and vitality,” he said 
‘tniber institutions led by the United States League comprise the largest 
segment of the home-financing business Last year, these institutions made 36 
percent of all home loans. Since World War II, they have made nearly 900,000 


News RELEASE OF UNIrep STATES SAVINGS AND LOAN LEAGUE 


The United States Savings and Loan League today hailed the rise in interest 
rates on GI home loans and said the action would break the bottleneck on loans 
to veterans 

The league, through its president, Charles L. Clements, also announced it 
would undertake a drive among its more than 4,000 member savings ussociations 
and cooperative banks “to put the GI home-loan program back in high gear.” 

Clements, commenting on the Treasury’s announcement boosting the GI rate 
to 4% percent, declared that the increase automatically places tens of thousands 
of veterans in what he described as the “effective home-buying market.” 

“The downpayments to buy homes required under the GI program are substan 
tially under those required by lending institutions on other types of loans,” he 
asserted 

In recent months downpayments on GI loans have averaged 13 percent of sales 
price Meanwhile, downpayments on conventional or non-Government-aided 
loans have averaged 30 percent of sales price. 

The le: 
along the road back to a free economy. 

\ prediction made by the savings-and-loan leader was that the rise in the 
GI interest would revitalize the postwar home-building boom and thereby bolster 
the entire economy 





president praised the interest-rate hike as “a courageaus step” 


As a result of tl crease in the rate, 1953 may well turn out to be the second 
biggest residential home-building year in history,” said Clements. 
He pointed out that home building is off to a fast start in 1953 and added: 
With the aid of higher GI interest rates, the chances are favorable that home 
production will approach 1,200,000 houses and apartments.” 
The figure forecast by Clements would exceed every previous building year 
except 1950, when there were 1,396,000 housing starts. Last year was the second 


biggest building year on record, with 1,151,400 starts 
Clements said that the stepup in home building would help to strengthen the 


overall economy and would help to take up any slack resulting from a decline in 
defense spending 


NEWS RELEASE UNITED STATES SAVINGS AND LOAN LEAGUE 


Cuicaco, ILt., June 7, 1953. 

\ big expansion in home lending for veterans is being mapped by the Nation’s 
savings and loan associations 

That optimistic report came today from the United States Savings and Loan 
League which said that the estimated GI lending by savings associations during 
the second half of 1953 will be nearly twice that of the same period last year. 

Reporting on the findings of nationwide telgraphic survey of more than 200 
savings institutions in every section of the country, the league disclosed: 

1. The rate of GI home lending, on a national average, will run at the rate 
of more than $100 million a month for the second half of this year, as compared 
with $58 million monthly for the second 6 months of 1952. 





- 
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2. The most noticeable expansion in GI lending by savings associations will 
tuke place in the East, the Southeast, the Southwest, and the Midwest, with a 
slower pace of increase in States bordering the west Coast 

3. In general, the most rapid revival in GI lending will occur among the 
arger institutions in the bigger metropolitan areas 

4. More than SO percent of all savings associations are planning to make GI 
loans in the coming months, although the volume will vary percentagewise from 
institution to institution 

5. A substantial number of institutions which were out of the GI program 
entirely in 1952 are planning to return. 

6. Because the announcement of the rate increase on GI loans was announced 
only a month, some institutions still have not determined the extent of their 
particiy ation in the program. 

The results of the telegraphic poll, released today by the United States League, 
were described as “greatly encouraging’ by Norman Strunk, league executive 
vice preside nt. 

He said the favorable response reflected in part efforts of a month-old cam 
paign now being conducted by the league to encourage greater participation in 
the GI program by the trade organization’s more than 4,000 member savings 
institutions. 

Strunk said that the poll was taken to secure “documentary proof” that the 
GI loan program is rolling again, and to counteract reports that the hike in GI 
interest rates is failing to bring mortgage lenders back into the market. 
ague official pointed out that while other types of mortgage lenders are 
still reluctant to reenter the GI program, “There is every indication that most 
savings associations are moving back into the GI market quickly 

“It is true that a little time will be required in order that some institutions 
become reaccustomed to making GI loans once more,” said Strunk “Tlowever, 
reports and predictions that the program will continue bogged down are inaccur 
ate and premature.” 

The league survey disclosed a broad dispartiy in the GI lending plans on the 
part of many of the institutions participating in the coast-to-coast telegraphic 
poll 

Some insitutions, whose volume of GI loans had dropped to the vanishing point 
in recent months, revealed plans for increases ranging upward of 1,000 percent 

On the other hand, some associations in the eastern seaboard States and the 
New England States who had remained active in the GI market, promised gains, 
although on a less spectacular scale 

In some of the smaller towns, the heads of savings associations expressed a 
willingness to make the loans at the rate now prevailing but complained of a 
lack of savings 

Throughout the Midwest and most of the South, savings associations generally 
indicated plans to either reenter the GI program, or to expand their GI volume 
of last year. 





The le 


JACKSONVILLE, FLa., June 15, 1953 
Hon. Homer E. CAPEHART, 
Chairman, Senate Bagking and Currency Committees 
Senate Office Building, Washington, D. C. 

Very strongly and respectfully urge that careful consideration be given to 
amending S. 2108 to vest authority in FHA commissioner with concurrence by 
Treasury to increase FHA debenture rates sections 208, 207, 2183 not to exceed 
38% percent or in lieu thereof to provide similar authority for fixing terms of 
such debentures at not less than 10 years which is the present term of debentures 
under sections 903 and 908 for defense housing. Many investors who although 
in order to cooperate with program are willing to accept the present market dis 
parity of 4 percent net yield afforded by FHA interest rate nevertheless now 
find it impossible to accept the risk of receiving 23- to 25 year 2 ercent de 
bentures in case of foreclosure within 3 to 5 years on 25-year loans made today 
Sincerely believe this would appreciably and quickly improve the FHA secondary 
market. Kind regards. 

Brown L. WHATLEY, 
President, Mortgage Bankers Association of America. 
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Rosert F. WIRSCHING, 
Indianapolis, Ind., June 15, 1958. 
Hon. Homer BE. CAPEHART, 
Chairman, Currency and Banking Committee, 
Washington, D. C. 


Dear SENATOR CAPEHART: I understand that an administration housing bill 
has been introduced in Congress and that hearings will begin in the near 
future. 

While I am not familiar with the provisions of the bill, I am hopeful that it will 
contain provisions which will aid in alleviating a situation which is threatening 
the building business here in Indianapolis. I build almost exclusively under 
FHA financing and I find many couples who want and need a new and larger 
home do not have sufficient down payment as required by present law yet their 
income is more than sufficient to support the monthly payment. Why cannot 
the present restrictions be eased to permit these people to invest in the soundest 
security of their life? 

In addition to that, I am only able to obtain FHA commitments through 
lenders in small dribbles because they say there is no secondary market where 
they can sell the mortgages and recover their funds. It seems to me that under 
these conditions FNMA is the logical vehicle until such time as private investors 
can take over the job and it can be liquidated. Therefore. I favor the 1 for 1 
plan for FNMA as proposed by the National Association of Home Builders. 

I am hopeful you will give these maters your earnest consideration. 

Very truly yours, 
Rosert F. WirscHina. 


Unrrep STATES SENATE, 
COMMITTEE ON ARMED SERVICES, 
June 18, 1953. 
Hon. Homer E. CAPEHART, 
Chairman, Senate Banking and Currency Committee, 
Senate Office Building, Washington, D. C. 

Dear SENATOR: In connection with the hearings currently being held by your 
committee on S. 2108 to amend the National Housing Act and other laws relating 
to housing, I wish to bring to the committee’s attention circumstances of an 
existing situation that may justify earnest consideration of an amendment by 
committee action to the bill as introduced. 

The situation to which I refer exists in Pennsylvania, as it does no doubt in 
other States as well. It is clearly presented by the problem that confronts 
Belmar Gardens, Inc., a Pennsylvania corporation operating in the city of 
Pittsburgh 

Without disenssing in detail the particular difficulties of Belmar Gardens, Inc., 
the problem raised is one that involves the means of providing middle-income 
Negro groups with an opportunity to create suitable housing for themselves. 

Because of the apparent reluctance of private capital to invest in housing for 
these groups, they must build for themselves or do without. Several cooperative 
housings have been erected by Negro groups in various cities and are now 
successfully owned, occupied, and managed by them. e 

In 1950, certain housing developments instituted under section 213 could not 
obtain mortgage financing. Congress enacted Public Law 243, 82d Congress, 
chapter 642, Ist session, H. R. 5745, entitled, “An act to permit the Federal Na- 
tional Mortgage Association to make commitments to purchase certain 
mortgages,” 

This act had as its sole purpose the making available of mortgage money for 
section 213 housing developments, which were then in imminent danger of col- 
lapse. This act created a fund of $30,000,000, with a limitation of $3,500.000 per 
State. Under this act, 16 section 213 developments were accommodated to the 
extent of $12,500,000, in 9 States: California, Oklahoma, Georgia, Florida, Illinois, 
Michigan, Arkansas, Maryland, and New York. A balance of $17,500,000 is still 
undisbursed. This act, however, was limited to those section 213’s which were 
then in existence, and is not now available to Belmar Gardens. It would appear 
eminently fair and just to revitalize this act at least to the extent of its undis- 
bursed balance, for the benefit of those States which have not yet taken advantage 
of the act. If this is done, then the spirit of that act will be carried out, and the 
citizens of other States will thus also have an equal Opportunity to provide homes 
for themselves. Nothing would appear fairer, nor more equitable and just. 
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No greater burden would be imposed than the act originally envisaged ; no larger 
appropriation is requested, nor is any further enlargement of that act sought. 
All that is asked is to make available at this time the benefits which were initially 
intended but which were not availed of. Certainly, if the Congress at that time 
understood and fulfilled the need to encourage people to provide their own homes, 
then that same need and encouragement also exists today. 

Accordingly, it is respectfully submitted that your committee earnestly consider 
amending the proposed bill, 8S. 2103, so as to permit the Federal National Mortgage 
Association to make commitments to purchase certain mortgages by providing 

“That notwithstanding the provisions of subparagraph (G) of section 301 
(a) (1) of the National Housing Act, as amended, the Federal National Mortgage 
Association is authorized to enter into advance commitment contracts which do 
not exceed $30,000,000 outstanding at any one time, if such commitments relate to 
mortgages with respect to which the Federal Housing Commissioner has issued, 
or will issue, pursuant to section 213 of the National Housing Act, as amended, 
either a commitment to insure or a statement of eligibility: And provided further, 
That not to exceed $3,500,000 of said authorization shall be available for such 
commitments in any one State; and only in such States where such a commitment 
contract has not heretofore been entered into pursuant to Public Law 243, Eighty 
second Congress.” 

Respectfully yours, 
JAMES H. DurFt 


STATEMENT OF STUART SYMINGTON, A UNITED StTAtres SENATOR FROM THE STATI 
oF MISSOURI 


Mr. Chairman, in S. 2103 I strongly urge the extension of the provisions of 
title III of the Defense Housing and Community Facilities and Services Act 
of 1951. 

Allowing this provision to expire on June 30 will serve no useful purpose. Un- 
der present unsettled world conditions, this authority should be kept available 
to meet the emergencies which may arise. 

For example, in Missouri a critical housing situation will soon develop in the 
Sedalia Air Force Base area. 

This base, a part of the Strategic Air Command, is now being reactivated. 
sy January 1, 1954, the Air Force will have 3,400 to 3,500 airmen and officers 
stationed at the base, plus 450 civilian personnel. This manning of the base, 
according to surveys by both Government officials and local lezders, will result 
immediately in a shortage of at least 1,000 housing units in the area near the 
base 

There are now some vacant houses in the nearby towns of Sedalia, Warrens- 
burg, Knob Noster, Windsor, and La Mont. Some additional houses may also 
be provided by private capital with FHA-insured mortgages. 

Sut private financing cannot be expected to meet all the need for this addi- 
tional housing. After the national emergency, most of the additional houses 
would stand vacant in the nearby towns. 

Surveys show at least 300 housing units should be provided through title III- 
temporary, relocatable housing. 

Such a project was approved and scheduled for contracting in May. Then 
the HHFA authorities canceled the project because the Air Force did not have 
the families already at the base demanding the housing. 

As the men are brought to the base this fall, the need will become imperative. 
It could be met by extension of the present provisions of title III. 

Allowing title III of the 1951 Defense Housing Act to expire on June 30, 
or amending the provisions so that the act cannot be used to meet emergency 
conditions such as those which will develop at the Sedalia Air Force Base in 
Missouri, will serve no useful purpose. 

The committee’s favorable action on this request will be appreciated. 
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NATIONAL RETAIL LUMBER DEALERS ASSOCIATION, 
Washingon, D. C., June 19, 1958. 
Hon. Homer I. CAPENART, 
Chairman. Senate Banking and Currency Committec 
United States Senate, Washington, D. C. 


’ 


DEAR SENATOR CAPEHART: The retail lumber and building material dealers of 
the Nation desire to go on record in support of S. 21038, the housing amendments 
of 1953, now being considered by your committee. 

\ithonugh it is our opinion that the bill should be enacted into law, we would 
ike to point out that the bill omits several provisions which we believe to be 

\ a high level of production of housing. 
I s respectfully suggested that your committee and the Congress give early 
deration to providing for a more flexible interest rate for VA-guaranteed 
and FHA-insured loans; the downpayment requirements for FHA-insured loans 
should be reexamined with the view to eliminating the present discrimination 


necessary to maintai 











gainst middle-priced housing; the present morteage limit on section 8, title I, 
oans, and other FHA titles, should be reexamined and increased to refi-ct the 
changed conditions now existing; Congress should examine the possibil ty of 
providing f in additional charge for originating and servicing loans in smaller 
remote mmunities where private mortga funds are not now available: FHA 
d administratively or by congressional sanction recognize? the open-end 
mortgage which offers homeowners a more economical way to finance improve 
ents and modernization of their homes Congress should also explore the pos 
providing the necessa evisiation to establish, through t' e cos onsor 
of Government and private interests, a self-supporting, secondary mortgage 
arket which ultimately could be financed sclely from private funds, there. y re 
lieving the Government of this responsibility 
It is recognized that time does not permit your committee to give consideration 
to all of these proposals at this time in connection with the hearings on S. 2108 
However, during the hearings there have been various proposals presented to 


your committee which are not contained in S. 2108 and it is respectfully urged 
that, if these proposals are considered by your committee, that your committee 

so take into consideration the matters which we have mentioned above and 
which we feel will stimulate home construction and help maintain a healthy 
home construction industry 


pectfully, 





H. R. Norruup, 
Executive Vice President. 


STATEMENT OF JERRY VOORHIS, Executive Director OF THE COOPERATIVE LEAGUE 
OF THE UNITED STATES OF AMERICA 


Mr. Chairman and members of the committee, this statement is presented on 
behalf of the Cooperative League of the United States, a national federation of 
farm supply and consumer cooperatives, mutual insurance companies, credit 
unions, and electric cooperatives 

In general, we agree with the distinguished chairman of this committee that 
his bill, S. 2108, in a noncontroversial measure. Our presentation is rather 
intended therefore to stress certain fundamental considerations respecting the 
housing problem in the United States which will, we hope, be helpful to the 
committee 

First, we believe the FHA program for insurance of housing loans has been 
proven both sound and highly beneficial in the field of housing which it is intended 
to cover Chis is the regular construction by private builders of sale and rental 
housing. We welcome the provisions of the Capehart bill as they affect FHA, 
and we agree with the Senator that they are on the conservative side. 

On the other end of the problem, we believe that eradication of slums wherever 
they still exist in the United States is an important part of the battle against 
communism We believe this will not be accomplished as rapidly or as thor- 
oughly as it should be without some effective encouragement from the Federal 
Government. We do not believe slum clearance nor the new low-rent housing 


necessary to make slum clearance possible are, generally speaking, profitable or 
practical fields for private enterprise 

Our main interest, however, is in what has been termed “middle-income hous- 
ing.” By this we mean housing for middle- and lower-income families who cer- 
tainly ask no subsidy from the Government but where some encouragement seems 
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necessary to get housing which they can afford to pay for. A good means on 
the whole of doing exactly this has been provided by Congress in section 213 of 
the Housing Act as it now stands. There are changes and improvements which 
might well, we think, be made in section 213, but we are not proposing them now. 
Action by the House of Representatives on the appropriations bill covering these 
agencies threatened the whole section 213 program. This action was reversed 
by the Senate committee. 

Section 213 aims to encourage cooperative housing—that is, housing for groups 
of families which they pay for in full but where savings can be made due to 
cooperative features and large-scale construction which bring the cost within 
the range of millions of families’ ability to pay. It seems rather obvious that 
the further such an entirely self-sustaining and entirely home-owner-financed 
program can be pushed, the less need there will be for publicly subsidized housing 

Consequently, the main appeal we wish to make here and the principal reason 
for our requesting opportunity to present this statement is to earnestly commend 
to the committee the continuance and strengthening of the general approach to 
the housing problem of middle- and lower-income families which is represented 


by section 213 


STATEMENT OF ARTHUR J. PACKARD, PRESIDENT, AMERICAN HOTEL ASSOCIATION 


Mr. Chairman and gentlemen of the committee, I am Arthur J. Packard, of 
Mount Vernon, Ohio. I own and operate eight hotels in the State of Ohio, and 
am president of the American Hotel Association. 

My testimony is primarily concerned with the provisions of S. 2103, which 
would extend that portion of the Federal mortgage insurance program under 


which additional rental housing apartment units might be constructed, as w 
1 


as 


me during the time when the section 608 program was still operative. We are 
| 


( 


dvised that large apartment structures can be constructed under sections 207 


ind 213 of title II and section 908 of title IX. It is also my understanding that 
tiny applications pending at this time for such mortgage insurance would be sub 
ject to approval, if the Congress does pass 8. 2108 or the companion bill in the 
House, H. R. 5667. 

Following World War II, quite a large number of elevator-type apartments 
were built throughout the country under the so-called 608 program of FHA. 
secause the Federal Government insured the mortgages on these properties, the 
applications were supposedly approved only when a housing deficiency existed 
in 2 given city. They were built only under an agreement by which the FHA 
would approve in advance the general scale of rentals. 

We in the hotel business did not appear before your committee in the hearings, 
from year to year, devoted to this housing program. Involved were issues quite 
apart from those represented by qur industry. But we did become concerned 
when some of these apartment buildings, constructed with Federal financial as- 
istance, began to equip a number of units with furniture and fixtures. From 
there is was only one more step to overnight rental of these units to transient 
uests. That practice has been witnessed in numerous cities throughout the 
country over the past °% or 4 years 

When these instances were first called to our attention, our representatives 
called on the appropriate officials of FHA and complained about this type of 
unfair competition from federally financed structures. In every instance the 
HA caused field representatives to call on the offending properties and order 
such practice terminated. Usually this warning was sufficient 

However, in one southern city, legal counsel for the apartment owner con 
tended that the contract provided by the agency stipulated merely that the 
partment building must employ the approved monthly rentals. They inter 
preted this to mean that if they rented certain units by the day, and charged no 
more than one-thirtieth of the monthly rental, they were conforming entirely to 
heir obligations under the contract. FHA counsel subsequently expressed the 
belief that this position was probably correct. Subsequently, on January 3, 
1952, FHA issued letter No. 20 to all field of'ces, setting up a new airtight form 
of contract which would be required thereafter from any borrower who was 
applying for permission to furnish certain units in 608 properties. This new 
form requires the borrower to pledge that he will not rent any units transiently 
However, this did not remedy the situation as it existed in all structures then 
standing, where the old contract was in force, and in which conversion to fur 
1ished units had been experienced. 
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We have discussed this matter informally with half a dozen members of your 
committee, and with members of the House committee over the past several years 
Everywhere we have been assured that it was never congressional intent to per 
mit these rental-housing projects to end up as transient accommodations, com- 
peting openly with hotels and rooming houses. We beg leave to suggest that the 
absence of any firm statement of congressional intent, on this subject, leaves the 
FHA, and the hotel industry, without appropriate remedy. 

There are numerous cities where traffic of defense workers has fallen off sub 
stantially, and where wartime housing has been built which far surpasses normal 
peacetime requirements of the communities. This is bound to bring dislocation 
in rental property, and the FHA admits to us that many of these elevator-type 
properties are in distress. But we earnestly contend that it will be eminently 
unfair, so long as the FHA holds the mortgage, for these properties to be per- 
mitted to rent their units transiently, in direct competition with hotels. 

May we earnestly urge, therefore, if your committee does approve S. 2103, that 
you incorporate, either in the language of the statute, or in your accompanying 
report, safeguards which will insure the fact that this practice shall be barred 
within any new elevator-type buildings which are hereafter constructed. 

Also, may we respectfully protest against the provisions of S. 475, which is 
nefore your committee. This bill would patently multiply the present inequity, 
and would put a premium on bad management, permitting any property which 
was behind in its payments to FHA to undertake transient rental of accom 


modations 


Senator Payne. That concludes the hearings. 
(Whereupon, at 12:35 p. m., the committee recessed to reconvene 


at the call of the chairman.) 








